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Management Discussion and Analysis

BUSINESS REVIEW

For the six months ended 30 June 2020, the Group continued to
suffer from a loss position in view of the further reduction in the
utilization rate of the Group’s operating facilities which in turn due
to the outbreak of COVID-19 in the PRC in the first quarter of year
2020. In addition, after the complete disposal of operating companies
in the Guangxi Autonomous Region in 2019, the originally estimated
contributions to the Group’s profitability was no longer feasible. The
Group was also continued to be affected by the various litigations
in relation to the centralised inspection of environmental protection
(hRIBREE) by the PRC government since year 2018 with
certain judgments issued against the Group during the six months
ended 30 June 2020. Notwithstanding the unfavourable situation as
mentioned above, the hazardous waste treatment segment showed
an improved performance which was consistent with the Group’s
expectation in view of the increasing focus on hazardous waste by
local governments.

For the six months ended 30 June 2020, the cashflow position of
the Group continued to face serious challenges especially after the
commencement of legal action against the Company and various
subsidiaries of the Group by Bank of China (Hong Kong) Limited in
February 2020 with judgment being issued in December 2020 while
another judgment has been obtained by a lender of the Group’s other
loan in January 2020 with a threat of enforcement. The Group is
continuing its effort in arriving settlement plans with the above plaintiff
and other major creditors. At the same time, the Group continued its
plan to dispose of non-core subsidiaries and assets from terminated
facilities.

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. 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.
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Management Discussion and Analysis

EEENWED T

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 since
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.

FINANCIAL REVIEW
Revenue

The revenue of the Group decreased by approximately 16.5% to
approximately HKD335.6 million for the six months ended 30 June
2020 from approximately HKD401.8 million for the six months ended
30 June 2019. Such decrease was mainly attributable to the outbreak
of COVID-19 which reduced the immediate demand for our treatment
services during the first half of 2020.

Cost of sales

The cost of sales of the Group decreased by approximately 13.6%
to approximately HKD228.1 million for the six months ended 30 June
2020 from approximately HKD264.1 million for the six months ended
30 June 2019. The decrease was consistent with the overall decrease
in revenue.
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Management Discussion and Analysis

FINANCIAL REVIEW (Cont’d)

Gross profit and gross profit margin

The gross profit of the Group decreased by approximately 21.9% to
approximately HKD107.5 million for the six months ended 30 June
2020 from approximately HKD137.7 million for the six months ended
30 June 2019 primarily as a result of the factors described above. The
gross profit margin of the Group decreased to approximately 32.0%
for the six months ended 30 June 2020 from approximately 34.3% for
the six months ended 30 June 2019 which was attributable the general
decrease in the utilization rate of operating facilities compared with the
six months ended 30 June 2019.

Other net gains

The other net gains for the six months ended 30 June 2020 was
approximately HKD1.6 million (six months ended 30 June 2019:
approximately HKD24.4 million). The amount for the current period
mainly represented the foreign exchange gain of approximately
HKD1.0 million (six months ended 30 June 2018: approximately
HKD19.9 million).

Administrative expenses

The Group administrative expenses decreased by approximately 5.3%
to approximately HKD117.9 million for the six months ended 30 June
2020 from approximately HKD124.6 million for the six months ended
30 June 2019. The decrease was mainly the effect of the continual
execution of the general cost saving policy adopted.

Impairment loss

During the six months 30 June 2020, impairment losses on various
items amounted to approximately HKD19.4 million (six months ended
30 June 2019: approximately HKD99.7 million). Such impairment loss
was solely related to certain amounts due from companies controlled
by a former director (six months ended 30 June 2019: approximately
HKD11.7 million). For the six months ended 30 June 2019, there were
also impairment loss on certain loan receivables, other receivables and
on certain payments for acquisition of subsidiaries.
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Management Discussion and Analysis

EEENWED T

FINANCIAL REVIEW (Cont’d)
Finance costs

The finance costs of the Group decreased by approximately 39.3%
to approximately HKD75.4 million for the six months ended 30 June
2020 from approximately HKD124.3 million for the six months ended
30 June 2019. The decrease was mainly attributable to the decrease of
the level of bank borrowings.

Loss attributable to owners of the Company

The loss attributable to owners of the Company was approximately
HKD93.0 million for the six months ended 30 June 2020 (six months
ended 30 June 2019: approximately 173.6 million) as a result of the
factors described above.

EVENTS AFTER 30 JUNE 2020

Details of certain important events occurred after 30 June 2020 are set
out in note 21 to this report.

LIQUIDITY AND FINANCIAL RESOURCES

During the six months ended 30 June 2020, 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 2020, the carrying amount of the Group cash and bank
deposits was approximately HKD43.8 million (31 December 2019:
HKD177.2 million), representing a decrease of approximately 75.3% as
compared to that as at 31 December 2019.

CT Environmental Group Limited
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Management Discussion and Analysis

BANK LOANS AND GEARING

As at 30 June 2020, the total amount of bank loans of the Group
was approximately HKD1,651.0 million (31 December 2019:
HKD1,973.8 million), in which 87.7% (31 December 2019: 87.5%) were
denominated in RMB. All of the Group bank borrowings carry floating
interest rates. There was no unutilised bank facilities as at 30 June
2020 and 31 December 2019.

As at 30 June 2020, the secured bank loans amounted to HKD1,443.5
million (31 December 2019: 1,724.2 million), and unsecured bank
loans amounted to HKD207.5million (31 December 2019: HKD249.7
million). As at 30 June 2020, 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. Since then the Group has negotiated with each of the
banks in relation to: 1) obtain waiver for the above non-compliance;
2) extend the repayment date of certain overdue balance; 3) convince
the relevant banks not to take legal actions; 4) explore the feasibility
of providing additional securities or guarantees by subsidiaries
acceptable to the relevant banks; and 5) the progress and timing of
receipt of sales proceeds of intended disposal of certain assets of the
Group.

As at 30 June 2020, the gearing ratio, as calculated by dividing the
total borrowings (net of bank and cash balances) by the total assets of
the Group, was 67.0% (31 December 2019: 69.4%).

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
Procuratorate of Guangzhou City, Guangdong Province (FER & E /M
A BR#ERR) filed a bill of indictment against Guangzhou Haitao, the
details of which are set out in note 20 to this report. Other than the
above, as at 30 June 2020 and 31 December 2019, the Group had no
material contingent liabilities or guarantees.
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Management Discussion and Analysis
EEE D T

The Group has certain material litigations existed during the six months
ended 30 June 2020 and up to the date of the approval of this report,
details of which were set out in note 20 to this report.

PLEDGE OF ASSETS

As at 30 June 2020, the Group pledged certain of its property,
plant and machinery and right-of-use assets with an aggregate
carrying amount of approximately HKD233.8 million (31 December
2019: property, plant and equipment and right-of-use assets of
approximately HKD243.7 million) and pledged certain bank deposits
amounted to approximately HKD1.7 million (31 December 2019:
approximately HKD1.7 million) to certain banks to secure certain credit
facilities granted to the Group. In addition, the Group equity interests
in certain major operating subsidiaries 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 30
June 2020, 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 2020, the capital expenditures of
the Group (mainly including additions to property, plant and equipment
and additions to lease prepayments) amounted to approximately
HKD48.5 million (six months ended 30 June 2019: HKD12.3 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 21 of this report for more details.

CT Environmental Group Limited
Interim Report 2020

AEBREBZ-_ZE-_ZEF<A=1+HL
ANEBRBEERABREEMELRES
FEKRHFD EBEFBERARE K F
20 ©

B E K

N-B-Z2EXA=1+H0 AEEQET
RITIRIFRMEEAZN B2338FE BT
WETYE BMERKSURFEREEE
(Z2-NF+=ZA=1+—H YE &K
ERREURFERAEEENA243.768
BT)RERETFRIFERMVITEESR
T(ZE—NAFE+ZA=+—H: 817
BEBRL) UEREFAEENETE
BERE- i REBRETEEEEMN
BARINBRECER EARTFAEEN
RITERVIKIF o & T UREUBR 5 Uk 25 2 1
MAEER EEARFAEENRTE
RPEF-R-Z_FFXA=1+H 5
EABEHEZHhLSEREC G
EARFAEBNRTERNIKT

BARX

BE-Z-ZFEAXA=1+HLEAXEAR"
AEBEARL (FTEERVE -BER
BB MREETEARIEIE ) N 5485
BEET(BEZE-ZE—NE<A=1H
IEARER123EEBB ) - ZEELRH
THBITERRAEERETEMEE
SRS

BREMEBIMBIEE GUEEK, SE
SRHEESI AKE B A I EEMET
ETEARENBEERELEE-
F2HAREMT2IUMEESFHIB



Management Discussion and Analysis

FOREIGN CURRENCY RISK

The Group 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 2020, approximately 99.9%, 0.0% and 0.1% of the cash
and cash equivalent held by the Group are denominated in RMB, USD
and HKD respectively (31 December 2019: 99.9%, 0.0% and 0.1%).

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2020, the Group employed 1,249 employees (30 June
2019: 1,778 employees). Employee costs amounted to approximately
HKD48.6 million for the six months ended 30 June 2020 (six months
ended 30 June 2019: approximately HKD77.8 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
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

During the six months ended 30 June 2020, the Group did not have
any material acquisitions or disposals of subsidiaries, associates and
joint ventures.

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 loan. The above transaction was
completed on 20 August 2020.
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Other Information

Ht &R

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2020, the Directors and chief executives of the
Company and their associates had the following interests in the
shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of the Securities and
Futures Ordinance (“SFQ”)), as recorded in the register required
kept by the Company under Section 352 of the SFO or as otherwise
notified to the Company and The Stock Exchange of Hong Kong Ltd.
(“the Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”):

EERIETHAEREFNAREM
BrEEZip EERG RESZE R
REA

A—EB-FBFEXRNA=ZTH RAARE
HHRBERA ([RxRAEERG )%
352F AT FEME T ATEL - SUARISEE
Rz EmRR (T EmRAL) kst
B EHBRITAESETESRZNE
ZJR ([BRESFRA D EAEARRARE
BBAERXSZRARAR (TBXXF]) %
ARAER FETHRAEBRBEEHH
BARZALQAREBEBEEE (ERXRE
FRBERD) D - BEERD R &S
PHERENESNT

Approximate percentage

Total number of shareholding

Name of Director Capacity/Nature of interest of shares in the Company
AR R RE

EEpE 5/ EEME RPABE BAEIH

Ms. Huang Qing Interest of spouse and 3,392,372,000 (L) 53.70%

beneficial owner

'zt REERRERERAD

Mr. Liang Qilin Beneficial owner 146,000 (L) 0.002%

RUBEE BREBA

Mr. Zhang Lu Fu Beneficial owner 20,000 (L) 0.0003%

REREE BRBEA

(L)  denotes a long position in the shares
Notes:

(1)  Ms. Huang Qing (“Ms. Huang”) is deemed under the SFO to be interested in
3,359,232,000 shares of the Company held by Keen Vast Holdings Limited,
a company controlled by her spouse, Mr. Tsui Cham To (“Mr. Tsui”), 372,000
shares directly held by Mr. Tsui and 32,768,000 shares directly held by Ms.
Huang herself.
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Save as disclosed above, as at 30 June 2020, 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.
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Other Information

Ht &R

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 2020
and there were no outstanding share options under the Share Option
Scheme as at 30 June 2020. Further details of the Share Option
Scheme are set out in the Company’s prospectus dated 12 September
2013.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 30 June 2020, 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:

Other Information
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FTERERBRG RERBRGOES

RZBZEBEFXNA=ZTH BERSR
A BRI 3361K BFEMN B MATEE
BEHEARQTE RAQTRMD S AEEE
BT EEEZPVAL (LFERQITE
EREETHRAE)WMT:

Approximate

Total number percentage of
Name of Shareholder Capacity/Nature of interest of shares shareholding
BRER BB 54, EatE % 17 48 & BREBNED L
Keen Vast Holdings Limited™ Beneficial owner 3,359,232,000(L) 53.18%
BRERERATO EXEBA
Li Sze Lim Beneficial owner 536,716,000(L) 8.50%
ZEE EXEBA
Haitong International Person having a security 400,000,000(L) 6.33%
Financial Solutions Limited® interest in shares
BEERERREERATO RBROTPEERAERZALT
Haitong International Interest of controlled 400,000,000(L) 6.33%
Securities Group Limited® corporations
BRBERESEEEBRAFQ SZIEQNTELR
Haitong International Holdings Limited® Interest of controlled 400,000,000(L) 6.33%
corporations
BRBRERBRATO ZEQNTELR
Haitong Securities Co., Ltd.® Interest of controlled 400,000,000(L) 6.33%
corporations
EBEHSERQFQ TENTELR

(L)  denotes a long position in the shares

L ERROTHEE
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Other Information
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1) Keen Vast Holdings Limited is controlled by Mr. Tsui.

(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 2020, 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 2020, except for the deviation from
the CG code in relation to the separation of roles of chairman and
chief executive officer which should not be performed by the same
individual (currently Ms. Huang Qing has the above dual role), the
Company has complied with all code provisions of the CG Code.

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 2020.

INTERIM DIVIDEND

The Board did not recommend the payment of an interim dividend (six
months ended 30 June 2019: Nil).
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S LISTED
SECURITIES

The Company and its subsidiaries did not purchase, sell or redeem any
listed securities of the Company during the six months ended 30 June
2020.

REVIEW OF INTERIM REPORT
The unaudited interim financial report of the Group for the six months

ended 30 June 2020 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.
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Condensed Consolidated Statement of Profit or Loss

ARG ERER

for the six months ended 30 June 2020 — unaudited E{2 —FE —FF N H =1 1 EF — KA

(Expressed in Hong Kong dollars)  (LUETTAT)

Six months ended 30 June
BEAA=1THLAXEA

2020 2019
—EB-EF —E-hEF
Note HK$’000 HK$’000
ihEd FEx FET
(unaudited) (unaudited)
(REEX) (REERZ)
Revenue U 2= 3 335,630 401,823
Cost of sales SHER A (228,095) (264,114)
Gross profit EF 107,535 137,709
Other income Heg A 4(a) 766 2,818
Other net gains Hib = 558 4(b) 1,621 24,425
Administrative expenses THREX (117,925) (124,573)
Impairment loss on payments for W EE KB A RS R R E S 18
acquisitions of subsidiaries - (15,057)
Impairment loss on amounts due from FEUWRTZEE =42 D T
companies controlled by a former MIBZREEE
director 11(c) (19,365) (11,717)
Impairment loss on loan receivables EWE R 2 REEE - (62,760)
Impairment loss on other receivables Hfth FEURFRIE 2 B EE 1B - (10,153)
Loss from operations rEEE (27,368) (59,308)
Finance costs %N 5(a) (75,378) (124,266)
Share of profit of associates DIREEE R R AT - 1,061
Loss before tax BRELATES 1 5 (102,746) (182,513)
Income tax credit Py RS 6 9,539 8,598
Loss for the period HAEE (93,207) (173,915)
Attributable to: U B IEEAL
Owners of the Company AARERA (92,952) (173,635)
Non-controlling interests JEIE RS (255) (280)
Loss for the period HAEE (93,207) (173,915)
HK$ HK$
BT BT
Loss per share BREER 7
Basic and diluted HARKNEE (0.01) (0.03)

The notes on pages 24 to 92 form part of these interim condensed

consolidated financial statements.
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Condensed Consolidated Statement of Comprehensive Income
HRSEEZERER
for the six months ended 30 June 2020 — unaudited ZiZ —F —FHF~H =1 H1F-~EF — K%

(Expressed in Hong Kong dollars)  (LUBTHT)

Six months ended 30 June
BEAA=1tHILAEA

2020 2019
BB —E-hF
HK$’000 HK$’000
TR FiERT

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

Loss for the period HREE (93,207) (173,915)
Other comprehensive income Hih 2 mH K&

ltem that may be reclassified subsequently HZTEEEH P BEEHEMNER -
to profit or loss:

Exchange differences on translating REBNIEBNERER
foreign operations (12,600) (2,440)
Reclassification adjustments for BAEHEBINEBLN
foreign operations disposed of B ERE
during the period - 3,313
(12,600) 873
Total comprehensive loss for the period HiAZHEIE4AZE (105,807) (173,042)
Attributable to: AN & IE G
Owners of the Company RATRHERB A (105,552) (172,742)
Non-controlling interests RS (255) (300)
Total comprehensive loss for the period HiAZHEIE4AZE (105,807) (173,042)

The notes on pages 24 to 92 form part of these interim condensed  $24ZF92E Wizt B AP SR LR S Bt
consolidated financial statements. BHREN—ED o
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Condensed Consolidated Statement of Financial Position

B4R & B RN &
at 30 June 2020 KR —FE—FF~F=1H

(Expressed in Hong Kong dollars)  (LUETTAT)

At At
30 June 31 December
2020 2019
i i)
—E-FF —E-NF
A~A=+H +ZRA=+-H
Note HK$’000 HK$’000
M &E FET FET
(unaudited) (audited)
(REEERZ) (REZ)
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment M- BERERE 8 715,216 708,505
Right-of-use assets FREEE 9 243,572 257,726
Intangible assets BILEE 10 658,887 682,310
Interest in associates REEE N B RER 11,067 11,396
Interest in a joint venture R—REELENER - -
Contract assets BHEE 184,234 194,481
Other receivables and prepayments  H{th FE U T8 2 78 14 FUE 11 181 12,478
Deferred tax assets EEFEEE 6,271 6,172
Total non-current assets FRBEEHLE 1,819,428 1,873,068
Current assets REEE
Inventories 78 4,535 11,047
Contract assets EHEE 20,628 21,033
Compensation receivable FEUR @ E 288,142 367,263
Trade and other receivables BESRHEMEWRIE 11 325,425 564,503
Bank and cash balances RITRBE &6 43,720 177,203
682,450 1,141,049
Assets of a disposal group classified 2 EAIFEHEZ
as held for sale HEANCEE 12 182,848 193,834
Total current assets REEEHAE 865,298 1,334,883

CT Environmental Group Limited
Interim Report 2020



Condensed Consolidated Statement of Financial Position (Cont’d)

R E I EMRRE (&)
at 30 June 2020 JR —FE—FFA~H=1H

(Expressed in Hong Kong dollars)  (LUBTHT)

At At
30 June 31 December
2020 2019
IS i
—E_EF —E-NE
A~A=+H +ZR=+-H
Note HK$’000 HK$’000
M &E TET THET
(unaudited) (audited)
(REEERZ) (BEZ)
LIABILITIES =R
Current liabilities REEE
Trade and other payables B RHMEMNFIE 13 608,863 695,981
Contract liabilities aNEaRE 5,852 16,105
Bank loans RITEX 14 1,650,957 1,973,848
Other borrowings HA{E 15 280,567 252,946
Lease liabilities HEAE 17,634 24,288
Deposits received for disposal of HEMBARZEWIZESE
subsidiaries 49,921 50,903
Provisions BiE 74,094 75,817
Current tax liabilities ENEARiIEEE 44,901 47,753
2,732,789 3,137,641
Liabilities directly associated with HEYBEABFEHE
assets classified as held for sale EEHEEECEE 12 35,711 22,638
Total current liabilities REBEEEE 2,768,500 3,160,279
Net current liabilities RBAEEFEE (1,903,202) (1,825,396)
Total assets less current liabilites ®EEBABERS (83,774) 47,672
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Condensed Consolidated Statement of Financial Position (Cont’d)
ARG S M BMRR K (&
at 30 June 2020 KR —FE—FF~F=1H

(Expressed in Hong Kong dollars)  (LUETTAT)

At At
30 June 31 December
2020 2019
i i)
—E-FF —E-NF
A~A=+H +ZRA=+-H
Note HK$’000 HK$°000
M &E TET FET
(unaudited) (audited)
(RECEZ) (REZ)
Non-current liabilities ERBERE
Lease liabilities HEEE 5,754 11,051
Deferred income IEFE YT A 14,390 15,484
Deferred tax liabilities ELEHBEE 121,868 141,116
Total non-current liabilities FRBEBERE 142,012 167,651
Net liabilities EEFEHE (225,786) (119,979)
EQUITY s
Share capital &N 16(a) 157,920 157,920
Other reserves HAunfEE (374,766) (269,214)
Total equity attributable to ARBEEAELERETE
owners of the Company (216,846) (111,294)
Non-controlling interests FERERE (8,940) (8,685)
Total deficit JE5 4l 48 5B (225,786) (119,979)

The notes on pages 24 to 92 form part of these interim condensed  $24ZF92E Wizt B AP SR LR S Bt
consolidated financial statements BHREN—ED o
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Condensed Consolidated Statement of Changes in Equity
GRS R R ER

for the six months ended 30 June 2020 — unaudited #t2 —F —ZF N H =+ H1F-EF — K%

(Expressed in Hong Kong dollars)  (LUBTHT)

Attributable to owners of the Company

KAARBAEEATRE
Shares
held under
the Share Non- Total
Share Share Capital Statutory Award  Exchange Retained controlling equity/
capital premium reserve reserve Scheme reserve profits Total interests (deficit)
RHRE
FEET agE/
& R EE EAGE EERE  BENRG ERRE REER & FBRER (B4)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thr Tén Tén TAn Thr Tén TiEn TiAn Thr Tén
A1 January 2019 (audited) WZB-hE-F-A(E5H) 15790 1,113,001 19360 251807 (B4137) (158948  (1,1709%6) 158267 6129 150138
Loss for the period BREE - - - - - - (173,635) (173,635) (280) (173.915)
Other comprehensive income At 2EKE - - - - - 893 - 893 (20) 873
Total comprehensive loss 2EFEEE - - - - - 893 (173,635) (172,742) (300 (173,042)
Disposal of subsidiaries HEHBAR - - - - - - - - (256) (256)
Cancellation of dividend declared WERBEEECERNKRE
in respect of the previous years - 60,641 - - - - - 60,641 - 60,641
30 June 2019 (Unaudited) W=Z-AFXAZ+E
(*EEH) 15790 1173732 19360 251807 B4137) (158055 (1,344551) 46,166 (6,685) 37,481
At 1 January 2020 (audited) RZBZZE-A-H (EEH) 157,920 1,173,732 19,360 238,919 (54,137) (172,429)  (1,474,659) (111,204) (8,685) (119,979)
Loss for the period BREE - - - - - - (92,952) (92,952) (255) (93,207)
Other comprehensive loss Efb2EER - - - - - (12,600) - (12,600) - (12,600)
Total comprehensive loss 2EEEER - - - - - (12,600) (92,952) (105,552) (255) (105,807)
At 30 June 2020 (Unaudited) RZBZBERA=1A
(REEH) 15790 1173732 19360 238,919 (54,137 (185020)  (1567611)  (216846) (8940)  (225786)

The notes on pages 24 to 92 form part of these interim condensed
consolidated financial statements.
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Condensed Consolidated Statement of Cash Flows
BHGAEREERER
for the six months ended 30 June 2020 — unaudited B2 —E—FF N H =1 HLLAEF —F4EEF%

(Expressed in Hong Kong dollars)  (LUETTAT)

Six months ended 30 June
BEAA=1THILAEA

2020 2019

—E-EF —E-NF

Note HK$’000 HK$’000
MY EE TFExT FExT

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

Cash flows from operating activities Z& EEFIERERE

Cash generated from operations REXKMBRSE 195,777 188,452
Income tax paid 2SR (27,392) (6,548)
Net cash generated from RETEMB

operating activities HEFE 168,385 181,904

Cash flows from investing activities REEZEFIERERE

Payment for the purchase of lease BERMNHEERIE

prepayment and property, plant LURME -BRER

and equipment RN (60,838) (11,070)
Payment for construction costs BRI (48,006) (49,592)
Decrease in restricted bank balances = [R#4R 1T &5 6808 2 71,110 =
Consideration received from HENBARWRZKE

disposal of subsidiaries 209,475 -
Compensation received for the early 12 F#& 1EBOTIE B WEL 2 &

termination of the BOT project 72,038 =
Transaction costs paid for disposal of FHEMBE AT X2

subsidiaries R 5 A (21,380) =
Net cash inflow from disposal HEMBATNRE

of subsidiaries RAEEE - 4,262
Decrease in pledged bank deposits B & #R1TIEFH D 52 919
Advance to related parties o] B8 B 75 B (16,098) (6,195)
Finance income received 2 W EE WA 1 146
Advance to a former director BT RAIESWER - (510)
Repayments from a former director R ERZEZERER - 5,598
Advance to companies controlled MATEEES 2 N AR

by a former director (22,714) (18,413)
Repayments from companies MESZEHZARER

controlled by a former director 3,348 33,664

Net cash generated from/(used in) R&EEBFRE, (FTA)
investing activities ReFHE 186,988 (41,191)
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Condensed Consolidated Statement of Cash Flows (Cont’d)
HRGERERER (&
for the six months ended 30 June 2020 — unaudited ZiZ —F —FHF~H =1 H1F-~EF — K%

(Expressed in Hong Kong dollars)  (LUBTHT)

Six months ended 30 June
BEAA=1tHILAEA

2020 2019

—F-FF —F-NEF

Note HK$’000 HK$’000
MY EE TFExT FExT

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

Cash flows from financing activities BEEEFISRERE

Proceeds from new bank loans HBITERMERIE - 108,792
Repayment of bank loans EERITER (328,390) (508,139)
Repayment of other borrowings HtifERMZER - (4,547)
Repayment to non-controlling BEF23'3E 8

shareholder (30,010) -
Capital element of lease payments HENRZERE D (9,989) (9,473)
Interest element of lease payments  HENR2FE LD (1,331) (1,826)
Interests paid 2AFER (42,914) (69,791)
Net cash used in financing activities B & EE T AR &35 (412,634) (484,984)
Net decrease in cash and REeRBREEEYRL FE

cash equivalents (57,261) (344,271)
Cash and cash equivalents at R—A—HBHWHEER

1 January REEEY 107,008 422,998
Effect of foreign exchange rate NEEXSBHTE

changes (2,301) (501)
Cash and cash equivalents at RAARA=THHWRER

30 June REZEEY 47,446 78,226
Analysis of cash and cash ReERBESEEBYHNDW

equivalents
Bank and cash balances IRITRIREEER 41,617 75,116
Bank and cash balances AP BEABELEEZ

included in a disposal group HEAR 2 IRITRIES R

classified as held for sale 5,829 3,110

47,446 78,226

The notes on pages 24 to 92 form part of these interim condensed  $24ZF92E Wizt B AP SR LR S Bt
consolidated financial statements. BHREN—ED o
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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 2019 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 2019 annual
consolidated financial statements, except for the changes in
accounting policies as set out in note 2.

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
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

BASIS OF PREPARATION (Cont’d) 1 wWREE(H)
Going concern HERE
The Group incurred a loss of HK$93,207,000 during the six BE-_ZE-_FFAA=1TAHL~HE
months ended 30 June 2020 and, as of that date, its current B R & B E 4 E1893,207,000/8
liabilities exceeded its current assets by HK$1,903,202,000. ToMmEBEZA - HRHEEBRH
HR &) & E1,903,202,00058 T °
Certain of the Group’s other borrowings together with accrued REBR=-ZBE-ZEFEA=1+HZ
interest thereon totalling HK$270,298,000 (31 December 2019: ETHMEREREEFRNESH
HK$242,548,000) as at 30 June 2020 were overdue. The lender 270,298,000/8 T (ZE—NF+=
took legal actions against the Group for the repayment of the B =+ —H :242,548,0008 7t ) &
overdue debts and obtained judgment from the High Court of EEH - BHHHAKERIUEE
Hong Kong on 17 January 2020. On 20 July 2020, the lender THUEEABRER YN ==
informed the Company that if the judgment debt together with EE-BA++tHEESEESEE
interest and costs were not settled by 30 September 2020, ¥R - R—_E_FEFELA =+
the lender shall enforce the judgment and take further actions B - ELHNEARQT MEARSKE
including but not limited to winding up the Company without HRNMERAEBELIAN-Z_ZF
further notice. Up to the date of approval of these interim NB=1+HAEE BELEES
condensed consolidated financial statements, no repayment HATHRREKBE—S1TE (B1F
was made by the Group and the lender did not enforce the BRRREERQITER) MIES
judgement. TRH -BZEARTEERHES T
WA E A AREE I EIEE
B MERLEEHIFITHIR
The Group’s bank loans of HK$1,650,957,000 as at 30 June 2020 AEBR=-ZE=-ZTFXB=1H
(31 December 2019: HK$1,973,848,000) were either overdue, in Z R 1T & 7%1,650,957,0007& T
default or in cross default. In 2017, Mr. Tsui pledged his shares (ZZ2—NE+=-B=+—8:
in the Company. This was a breach of the terms of the loan 1,973,848,00058 jt) A 2 @ & -
agreement with Bank A in Hong Kong, Bank A had therefore the EBASIRXINEN R=B—L&F-
right to demand full repayment as a result of the breach. On 10 BRELEEBREREADTNRS -
December 2019, Bank A demanded full repayment of the bank 82 i B R B 2 IRITAZ BRI
loans and interests. On 24 February 2020, Bank A filed a bill of EWIERCRITAR L EREEZE
indictment with the Intermediate People’s Court of Guangzhou RMERBHEFR - R-ZE—NEF
(the “Guangzhou Court”), against the Company as borrower and TZA+T B RITAERBHERE
its fourteen subsidiaries and Mr. Tsui as guarantor claiming the BRITERRABE - KRB _TF_
immediate repayment of the loan with outstanding interest and B =+ WA RITAR EM T F &K
legal and other costs totalling HK$152,868,000. On 17 March ARZER (TEMER]) IR & H
2020, the Guangzhou Court ordered that the bank accounts AAR( EABRARETER
and other assets with a total carrying value of RMB137,278,000 MEBARRBREE (EABERAN)
(equivalent to HK$153,243,000) of the Company and its fourteen ZBRE S ERONFEEZEETER
subsidiaries be frozen. On 25 December 2020, the Group AREEMNBUAREER MR
received a judgment from the Guangzhou Court ordering the & 152,868,000/ T- R =—F =
Group to pay Bank A the outstanding amounts under the loan ZEE=ZA+tH BMNERBESRE
agreement. The Group is considering alternative course of EARQNBRETHTXRKE QR H
actions available including the continual negotiation of settlement RITERPRHMEE RKREAE
agreement with Bank A. Up to the date of approval of the interim B AR ®137,278,000T (#HE K
condensed consolidated financial statements, no settlement 153,243,000 L) - R=—ZE_FF
agreement has been signed with Bank A. TZA-+TEHA AEEZEEEM
ERWHR L AEBREER
ME AR ITAX I REERIE K
SEEZEENEMITHAIR &
R B ESRATAR A R R iR 1T 12
B-HEPHBASRSHBRKRE
it;& HER - I MERRITAZBE I
Ak ©
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BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

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$1,650,957,000 as at 30 June 2020 became repayable on
demand.

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, (i) 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 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$107,290,000 as at 30 June 2020) 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 of Zhongshan
Haitao. The deemed disposal was completed on 20 August
2020.

CT Environmental Group Limited
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

1 BASIS OF PREPARATION (Cont’d) 1 RERE(F
Going concern (Cont’d) BHERE (&)

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$72,038,000) 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$360,189,000
as at 30 June 2020).

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

FREERRS

B RS R IR (F)

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

1

BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

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$1,355,235,000) 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$283,553,000) and not less than RMB541,000,000
(equivalent to HK$592,287,000) respectively, totalling
RMB800,000,000 (equivalent to HK$875,840,000).

In November 2020, Guangzhou Lvyou received the first
payment of compensation of RMB247,577,000 (equivalent
to HK$271,047,000). The present directors expected
that the first installment of RMB160,000,000 (equivalent
to HK$175,168,000), representing 20% of the total
compensation for Guangzhou Yinglong and Guangzhou
Liangang will be received by the end of the first quarter of
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.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

R R AR S MR AR MY (A

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

1 BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

° 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 D as
disclosed in note 14 to the interim condensed consolidated
financial statements 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 D will not demand for immediate repayment of the
outstanding bank loans in the immediate future.

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;
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BASIS OF PREPARATION (Cont’d)

Going concern (Cont’d)

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;

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
these 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)
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(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

CHANGES IN ACCOUNTING POLICIES 2 EFBREH

The accounting policies adopted in the preparation of the FRA A ER RS B S E R B IR B LT

interim condensed consolidated financial statements are BIETERBVBEREERN ([FE

consistent with those applied in the preparation of the Group’ s BIREREZER |) S AR P HARS AP

annual consolidated financial statements for the year ended 31 SEMBRRARMAN S TR E

December 2019, except for the adoption of the following revised wREAKBERZ_ZE-NLEF+=A

Hong Kong Financial Reporting Standards (‘HKFRSs”) for the ET-—HLFENEFREMER

first time for the current period’ s financial information. RFTERE—3-

Amendments to HKFRS 9, Interest Rate Benchmark Reform EFEUBRE F|EBEEH E

HKAS 39 and HKFRS 7 #E R SE955 -
BBETHER
FEIHERE B
B 7% 3R & 2E Al
F79% (EFTA)
Amendment to HKFRS 16 Covid-19-Related Rent Concessions EFEUBRE HCovid-19F
B %1655 BrHEE
CEHEN) =
Amendments to HKAS 1 Definition of Material HAGEL BEAZES
and HKAS 8 F1HREB
ST ER S8
(BRI )

The nature and impact of the revised HKIFRSs are described RIEFT BB BRELENNMEER

below: FENT:

(@ Amendments to HKFRS 9, HKAS 39 and HKFRS 7 address (@ BEEBUBHREERZESR B
the effects of interbank offered rate reform on financial BETER B R E BN
reporting. The amendments provide temporary reliefs which FMEERE7IR (1BETHR) B
enable hedge accounting to continue during the period of TERRIRTT B 7 S E B
uncertainty before the replacement of an existing interest TEIRER L o SZ (] RIR
rate benchmark. In addition, the amendments require HAEERRENREEF 2
companies to provide additional information to investors TECHRANEEETE S
about their hedging relationships which are directly affected SR 2 ERF A RIEE o It
by these uncertainties. The amendments did not have any N ZEBITABREQTAR
impact on the financial position and performance of the REZRMEBAEESZET
Group as the Group does not have any interest rate hedge BERZFEHTEEZE
relationships. SNE R} o A E B I E AT

RREHBIR R BT A
LR A EEOHBRRT =
T AT B o
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (&

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

2

CHANGES IN ACCOUNTING POLICIES (Cont’d)

(b)

Amendment to HKFRS 16 provides a practical expedient for
lessees to elect not to apply lease modification accounting
for rent concessions arising as a direct consequence of the
covid-19 pandemic. The practical expedient applies only
to rent concessions occurring as a direct consequence of
the covid-19 pandemic and only if (i) the change in lease
payments results in revised consideration for the lease that
is substantially the same as, or less than, the consideration
for the lease immediately preceding the change; (ii)
any reduction in lease payments affects only payments
originally due on or before 30 June 2021; and (jii) there is
no substantive change to other terms and conditions of the
lease. The amendment is effective retrospectively for annual
periods beginning on or after 1 June 2020 with earlier
application permitted. The amendments did not have any
impact on the Group’ s interim condensed consolidated
financial statements.

Amendments to HKAS 1 and HKAS 8 provide a new
definition of material. The new definition states that
information is material if omitting, misstating or obscuring
it could reasonably be expected to influence decisions that
the primary users of general purpose financial statements
make on the basis of those financial statements. The
amendments clarify that materiality will depend on the
nature or magnitude of information. The amendments did
not have any impact on the Group’ s interim condensed
consolidated financial statements.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

3  REVENUE AND SEGMENT REPORTING 3 WHEDHER
(a) Revenue (a) Wz
()  Disaggregation of revenue ) WzmED
Revenue represents the revenue from the supply of KRIERBHETEA
industrial water, the provision of wastewater treatment K RESTTKEERE
plants operation services, heating and electricity EERE HANES
generation services, sludge and solid waste treatment R -5 EEEREY
services, hazardous waste treatment services, BOT BEERYE GREVE
project construction services, BOT project operation IR AR# -BOTIE B 3% iR
services and finance income. % -BOTHEZERBER
BMEUA ©
Disaggregation of revenue from contracts with EREGEINEFE
customers by service lines is as follows: @S DT :

Six months ended 30 June
BEANA=1THILEAEA

2020 2019
—g2-8F —T-AF
HK$’000 HK$’000
TR T

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

Revenue from contracts with & & Bf 7§ 3% & % B 551555
customers within the scope BEEANEFESHNRE
by HKFRS 15

Recognised at a point in time KR — 5 Z#T

Disaggregation by service lines 2R 45 &2

— Revenue from supply of —ETERKz KGR
industrial water 9,174 11,433
- Revenue from provision of —RE5KEER I EERE
wastewater treatment plants Z W
operation services 72,181 83,984
- Revenue from BOT project - BOTEHE & ERK 2 W&
operation services 16,584 18,492
- Revenue from provision of —RHERE R E R EY R
sludge and solid waste PR 7% = U 2
treatment services 81,651 90,602
- Revenue from provision of — R EY EIE RS
hazardous waste treatment Z W
services 149,735 190,767
329,325 395,278
Income from other sources H i 3R A
Recognised over time BER R fE R
- Finance income —@EWA 6,305 6,545
335,630 401,823
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

FREERRS

B RS R IR (F)

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

3 REVENUE AND SEGMENT REPORTING (Cont’d)

(b) Segment reporting

The

are organised by business lines.

with

Group manages its business by divisions, which
In a manner consistent
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 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 2020
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
I ER AR S S R M EE ()

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

(b)

3  REVENUE AND SEGMENT REPORTING (Cont’d) 3 WHRERDHEI®(E)
Segment reporting (Cont’d) (b) 2R (EF)
Information regarding the Group’s reportable segments as ﬁﬁ’é%?&%iﬁﬁﬁﬁ,ﬁﬂmﬁ
provided to the Group’s most senior executive management R B R D EBRBTERMZ
for the purposes of resource allocation and assessment of HAEB 2RI, EBEZE
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
#E RESKEE BOTERER RUSREREE REGREYN
I¥Ak REEERE  REERE EURERE RERHE FAR ag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T#r TEn THT T#r TEn THR T#r
For the six months ended BE-E-8F (unaudited) ~ (unaudited)  (unaudited)  (unaudited)  (unaudited)  (unaudited)  (unaudited)
30 June 2020 RAZTRILAEA (REER)  (REBR)  (RBBK)  (R8BK)  (REEK)  (REER)  (REER)
Revenue from external customers RENPZEHNE 9,174 72,181 22,889 81,651 149,735 - 335,630
Inter-segment revenue FHENE - 7,195 - 24,848 215 - 32,258
Reportable segment revenue T2 PhE 9,174 79,376 22,889 106,499 149,950 - 367,888
Reportable segment profit EE: VR
(adjusted EBITDA) (BEEBITDA) 1,836 9,660 6,013 10,832 67,241 (25,237) 70,345
Depreciation and amortisation FERER (3,281) (30,370) (3430) 2,615) (33,840) 192 (719,329)
Impairment loss on amounts due from RURESENz A RHE

companies controlled by a former director 2 HEEE - -

- (19,365) (19,365)

P EREREERRAE
T E 2020



.y

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

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

3 REVENUE AND SEGMENT REPORTING (Cont’d) 3 WEZERTEZ2HR (&)
(b) Segment reporting (Cont’d) b) DHE2HK(EF)
Provision of
wastewater Provision of Provision of
treatment  BOT project sludge and hazardous
plants  construction solid waste waste
Supply of operation  and operation treatment treatment
industrial water services services services services  Unallocated Total
RESKEE BOTEEER RESEREE Rtk
BETERK REEERE REERE EURERE EURERE AR AR
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000 HKS'000
Tén Tén TR Tén Tén ThR T#n
For the six months ended HEZZ-NE (naudited)  (unaudited)  (unaudited)  (unaudited)  (unaudied)  (unaudied)  (unaudited)
30 June 2019 RAZTHEAER (REER)  (REER)  (REER)  (REEQ)  (REER)  (REER)  (REER)
Revenue from external REMIEFHLE
customers 11,433 83,984 25,037 90,602 190,767 - 401,823
Inter-segment revenue AHEhE - 16,659 - 24193 2819 - 43671
Reportable segment revenue 2RI P 11,433 100,643 26,037 114,79 193,586 - 445,494
Reportable segment profit T2HI PR
(acjusted EBITDA) (SRAEBITDA) 673) (76,751) 3,159 (3749) 121,695 59,002 102,684
Depreciation and amortisation FERAH .974) (39,799) (0,869) 9,528) (04,058) (95) (86,323
Gain on disposal of a subsidiary LE-FMBLRNE - - - - - 3963 3,963
Share of profits of associates MEEEDRHER - - - 3% 1,026 - 1,061
Impairment loss on payments for WENBLR 2R
acquisition of subsidiaries LREEE - - - - (15,057) - (15,057)
Impairment loss on amounts due from WA K EBEZ ATHE
companies controlled by Mr. Tsui ZHEEE - - - - - (11,717) (1,717)
Impairment loss on loan receivables FUEH 2 HERE - - - - - (62,760) (62,760)
Impairment loss on other receivables  EEEUWEZ HEKE - (2,547) - (7,606) - - (10,153)

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.

CT Environmental Group Limited
Interim Report 2020
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

3 REVENUE AND SEGMENT REPORTING (Cont’d) 3 WHRDHMER (&)
(b) Segment reporting (Cont’d) (b) D2 (F)
() Reconciliations of reportable segment profit ()  HEHD AL R
Six months ended 30 June
BEAA=THLEKREA
2020 2019
—E-EF —E-NF
Note HK$’000 HK$’000
M FTER TR
(unaudited) (unaudited)
(REEXK) (REEZ)
Reportable segment profit A 2MmDEEF 70,345 102,684
Share of profits of associates 2 EEE A A HEF - 1,061
Finance costs mE A 5(a) (75,378) (124,266)
Interest income FMEUWA 4(a) 1 146
Depreciation and amortisation 17 E & # 84 5(b) (79,328) (86,323)
Net foreign exchange gain B 5 W 22 F 58 4(b) 979 19,909
Gain on disposal of a subsidiary HE&—RHE Q&K 4(b) - 3,963
Impairment loss on payments for U4z B& B D =72
acquisition of subsidiaries HEEE - (15,057)
Impairment loss on other HitEW Bz HEBR
receivables - (10,153)
Impairment loss on loan BUWERZREEE
receivables - (62,760)
Impairment loss on amounts due FEWAIESEH 2 ARRIEZ
from companies controlled by  JR{EEE
a former director (19,365) (11,717)
Consolidated loss before tax RERBIAIEE (102,746) (182,513)
(i) Information about major customers (i) BHEEFEEZFZEZFX
The Group has transactions with the PRC local 7N £ B B h ) i 5 BUF

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 2020 amounted to HK$46,870,000 (six
months ended 30 June 2019: HK$38,938,000).

MR (2P RET
HEERS)ETHRZE
HEBSESERAER
KEHENI0% - BE-F
—EENA=1THLN
18 B - & o B i A BT
KRR M S KBRS
SIERT -BOTIEB #:%
REBREKRIEMHSR
5 [E B2 BE V) 5= ¥ AR 7S A
R Y W %= £46,870,000
BT (BEZZ-h&E
NB=Z+BLEANEA:
38,938,000 7T ) °
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAf AR S M IS IR M & (48

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

3

4

REVENUE AND SEGMENT REPORTING (Cont’d)

(b)

Segment reporting (Cont’d)

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

(i)  Geographic information
generated and located in the PRC.
(iv) 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.

OTHER INCOME AND OTHER NET GAINS

(a)

Other income

WERTBER (HF)
(b) D2 (A)

=

HAAEERBXIBD W
mREEEERRAR
hERA RILEZ5
rEERMETSED
MR EREEDH -

(iv) FHEZFEHE

REBWRFESEHM
RE-BE X TH¥FWH
ERE¥FRE RA
REEEEFRTHF
HEEFK FRERE
REM-ARARER
FRTHFBAELE
B

H il 4\ R H fth 4 557F 3

(a) HtlkA

Six months ended 30 June
BEANA=1THLAREA

2020 2019

—B-EF —E-hEF

HK$’000 HK$’000

FHET FiE&T

(unaudited) (unaudited)

(REEZ) (REEZ)

Government grants (i) BURT 78 B (i) 76 1,457
Value-added tax refund BEBRB - 109
Interest income FE WA 1 146
Consultancy fees income BHEBRA - 342
Others HAt 689 764
766 2,818

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 (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

4  OTHER INCOME AND OTHER NET GAINS (Cont’d)

(a) Other income (Cont’d)

() Government grants represent various forms of
incentives and subsidies granted to the Group by the
local government authorities in the PRC. There were
no unfulfilled conditions and other contingencies
attached to the receipts of such government grants.

(b) Other net gains

4 HtWARHEMEFEE)

(a) EHAbWA (&)

(i)

BT 8 B 45 o B b 75 IR
FHERTAEERE
Tz SRR N 5 Bh o Bt
BERBUNZSHE®E
Bl Bt 7% oz R4 B IR A R
H s REIH

(b) HAbWiFEE

Six months

ended 30 June

BEAAZ=+tHLEARER

2020 2019

—EZEHF —E-hF

HK$’000 HK$’000

FHET FExT

(unaudited) (unaudited)

(REBEERK) (REEZR)

Gain on disposal of a subsidiary H & — KB A A s - 3,963
Net foreign exchange gain B 5 U 22 F KB 979 19,909
Penalty EiEA - (455)
Others Hitb 642 1,008
1,621 24,425
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

A A AR S M T AR Y EE ()

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

5 LOSS BEFORE TAX

Loss before tax is arrived at after charging:

(@) Finance costs

5

REAMEBEENMBRTISERE

B Bt A RS 18
2
() BERX

Six months ended 30 June
BEANA=1THIEAEA

2020 2019

—E-FF —E-hEF

HK$’000 HK$’000

THET TET

(unaudited) (unaudited)

(REEZ) (REEZ)

Interest on bank loans RITERAE 45,070 74,496
Interest on other borrowings HERFE 27,750 46,883
Interest on lease liabilities HEEBNE 1,331 1,826
Loan facility fees EXmEEA 1,227 1,061
Total finance costs BhE R A 4B 5 75,378 124,266

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 (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

LOSS BEFORE TAX (Cont’d)

(b) Other items

PRALAIASIR ()

(b) HAEH

Six months ended 30 June
BEAA=tHLAAEA
2020 2019
—E-EHF —E-hEF
HK$’000 HK$°000
FHET FET
(unaudited) (unaudited)
(REER) (REEZX)
Cost of inventories* TFERAR 53,748 60,668
Depreciation and amortisation ENEE 79,328 86,323
Lease payments not under the WHREEEBHETZ
measurement of lease liabilities HEMNR - 2,246
Impairment losses on amounts due  FEUWRBTE S 54~
from companies controlled by a AAREBEZREEE
former director 19,365 11,717
Impairment loss on loan receivables EWE R 2 BEEE - 62,760
Impairment losses on prepayments  WEEKI B AT 2
for acquisition of subsidiaries FEREZREEE - 15,057
Research and development expenses #ff 2% 5 3% 1,571 24

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.

FERAERETEAKR
RETKERREEERY
LAK: 12 64055 e 2 [E] 88 BE 4] s
BERBRERAREYEE
BR 7% FRHFE R RATH o
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

A A AR S M T AR Y EE ()

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

5 LOSS BEFORE TAX (Cont’d)

(c) Staff costs

5 MBiAEEEF)
() EIMAE

Six months ended 30 June
BEAA=1tHIEAREA

2020 2019

—g-®F —T-NF

Note HK$’000 HK$’000
e FET T

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

Salaries, wages FE IERHMER
and other benefits 46,447 73,421

Contributions to defined REMFCRRET SR
contribution retirement plan 2,143 4,336
48,590 77,757

CT Environmental Group Limited
Interim Report 2020
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfREAAR & M IS SRR M o (4F)

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

INCOME TAX CREDIT

Income tax credit in the condensed consolidated statement of

6 MBEHHKE

FHRREEERANAERESR

profit or loss represents: =t
Six months ended 30 June
BEAA=1THILAEA
2020 2019
—g-%F —T-r%
HK$’000 HK$’000
FHET FHET
(unaudited) (unaudited)
(REEX) (REERZ)
Current tax - PRC income tax BB E - P BB
Provision for PRC income tax RE TS MRS
(notes (i) and (ii)) ( Bf & () B (i) ) 7,435 20,036
7,435 20,036
Deferred tax EEM IR
Origination and reversal of ERMEENEERED
temporary differences (16,974) (28,634)
Income tax credit JTIREE TR ) (9,539) (8,598)
Notes: Mg &E
(i) Pursuant to the relevant rules and regulations of the Cayman Islands (i) RIBFHEEHERIEBELHE ([%E

and the British Virgin Islands (“BVI”), the Group is not subject to any
income tax in the Cayman Islands and the BVI.

BREZES]) NHEERAKESR
FEERHERERABELHS
BEMMBEMFTEH

No provision for Hong Kong Profits Tax was made as the Group did not
earn assessable income subject to Hong Kong Profits Tax for the six
months ended 30 June 2020 and 2019.

HRBE-Z-ZFER_FT-HF
NA =T BIESE A ARSI &R
HUE AR B4 E 8 R 5B Y ERBE
L QNG & 3 RN R R (e 24
i-N

The statutory income tax rate for the PRC subsidiaries is 25% for the
six months ended 30 June 2020 and 2019.

BE-_Z-_ZER_FT-NFXA
=+HIEANER HEMBATHN
EEFBRER25% °
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

¢%%%%ﬁﬁﬁﬁﬁmﬁﬁw

(For the six months ended 30 June 2020) (BZ=

6

E_FFENF=1HINER)

INCOME TAX CREDIT (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 from 2018 to 2020.

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.

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

R R AR S MR AR MY (A

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

7 LOSS PER SHARE 7 BREE
(a) Basic loss per share (a) BREXEE
The calculation of basic loss per share is based on the EREXNBENGTER AR
loss for the six months ended 30 June 2020 attributable BEE-SE-ZTFA=1+H
to owners of the Company of HK$92,952,000 (six months IEREAERDNTEE AEML
ended 30 June 2019: HK$173,635,000) and the weighted E51892,952,0008 5t (B E =
average of 6,281,584,000 ordinary shares in issue during the E—RAREANA=THILEANHE
six months ended 30 June 2020 and 2019. B 173,635,000/ 7t ) A K &

(b)

EFRFR-F-NFA
A=tHEXEREHTZ
6,281,584,000/% & & % tn #

FHEMmetE -
2020 2019
—BEF —E-hF
’000 000
Number of shares RO E TR T
Issued ordinary shares at 1 January R—A—HEBTEZBER 6,316,792 6,316,792
Effect of shares held under the Share 1R 158k {7 22 B = 255 IR %
Award Scheme (note 16(b)(ii) Q8 (HTEE16(0)(i) (35,208) (35,208)
Weighted average number of ordinary 7<=+ BHZER
shares at 30 June InFEF 198 6,281,584 6,281,584
Diluted loss per share (b) EREBEEE
During the six months ended 30 June 2020 and 2019, there BE-E-EER-ZE-NEF
were no dilutive potential ordinary shares issued. The diluted ANA=THIEARER  #Ime
loss per share is the same as the basis loss per share. THEBEZER SREE

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

FREERRS

B RS R IR (F)

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

8

10

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2020, the Group
acquired items of property, plant and equipment with a
cost of HK$60,838,000 (six months ended 30 June 2019:
HK$11,070,000).

Certain property, plant and equipment with a carrying amount of
HK$176,356,000 were pledged to secure the Group’s bank loans
as at 30 June 2020 (31 December 2019: HK$183,650,000) (note
14).

RIGHT-OF-USE ASSETS

Rigtht-of-use assets represent the Group’s land use rights on
leasehold land located in the PRC and leased properties under
lease arrangements.

As at 30 June 2020, right-of-use assets with a carrying amount of
HK$57,467,000 were pledged to secure the Group’s bank loans
(31 December 2019: HK$60,052,000 (note 14)).

INTANGIBLE ASSETS

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

CT Environmental Group Limited
Interim Report 2020
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L E R A

BE-_ZE-_FTEAA=1tHLAE
B AEBRBYWE BEKRE
1EH E’JEX$3%6O 838,000 7T (&
EZE-NFAA=ZTHLEARE
A .11,070,000,%75) °

RZBE-ZFANA=1H REE
£176,356,0008 TR & T
HE& SO IRBIEAAREBR

TERWEHR (ZZ=—-NF+=A
_+ H :183,650,00058 7t) (Bt
F14) o

EREEE

EREEERASESAENMLRS
MEELHMREEZHET 2HE
VISR L fE A

RZBE-ZFAA=1+H RHEE
A57,467,000/8 T E AREEE
EEBEARNEERITERNIK
B(Z2—-hE+=ZA=+—8:
60,052,00058 7t (FffsE14) ) °
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

SRS MR M ()

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

TRADE AND OTHER RECEIVABLES 11 BESREMERKE
At At
30 June 31 December
2020 2019
R® i
e i ZE-NF
AA=+H +TZA=t—H
HK$’000 HK$000
FExT FET
Note (unaudlted; (audited)
B & (REER (RRE®)
Current B A
Trade receivables g 5 WA 327,518 361,166
Less: allowance for doubtful debts i : R BR# (176,890) (180,364)
@) 150,628 180,802
Consideration receivable from HENRB A RNEKRRKE
disposal of subsidiaries - 213,615
Money paid to the local government [6] 3t 75 B FF 4 B8 % 15 B FRIB
authority 82,110 83,723
Receivables of value-added tax 12 (B B R B e LR
refund - 5,872
Advances to suppliers BT HERNBR 21,362 26,089
Other receivables and prepayments  H i /& U 5/ 18 & T8 (S 7R 18 69,282 52,051
Amount due from a former director ~ FEULATE B K 1E (b) 236,440 238,599
Less: allowance for doubtful debts & : REEE S (236,440) (238,599)
Amounts due from companies FEW AT ESEEH 2 AR FIE
controlled by a former director . (c) 103,261 85,922
Less: allowance for doubtful debts & : BRI 1% (103,261) (85,922)
Loan receivables FE W B X 66,660 67,969
Less: allowance for doubtful debts & : & BRI 1% (66,660) (67,969)
Amounts due from related companies F& UX B8 B 1\ &) 718 19(c)()) 6,025 6,262
Less: allowance for doubtful debts & - RERE1H (3,982) (3,911)
2,043 2,351
325,425 564,503
Non-current FE BN HA
Prepayments for purchase of lease B E *ﬂ%ﬁﬁ NRIERZE
prepayments and equipment T8 RIB - 940
Receivables of a construction project iH_’,TJ_BUﬁ'L %18 B B EEUR
from a local government - 9,175
Other receivables and prepayments Eﬂﬁﬁgﬂﬁl REPSSEENESEE 181 2,363
181 12,478
Total Wt 325,606 576,981

P EREREERRAE
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAf AR S M IS IR M & (48

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

11 TRADE AND OTHER RECEIVABLES (Cont’d) 11 ESREMEWRIE (&)
All of the prepayments and other receivables (including amounts FrERMARER M ERIE (8
due from related parties), apart from those classified as non- FEREWEE ST FE) RSN —F
current portion, are expected to be recovered or recognised as RKRERERAER  EFERED
expenses within one year. AN D o
(a) Aging analysis (a) BRERDAT
As at the end of the reporting period, the aging analysis RBEBR EFERFE
of trade receivables, including those classified as part of a (BEZSE2EABELEEZ
disposal group held for sale, based on the invoice date and HEAR -0 E)IRERER
net of allowance for doubtful debts, is as follows: BRI R IR BN IRE D
WaT:
At At
30 June 31 December
2020 2019
S i
—EEHF —E-hE
AA=tH TZA=1+-H
HK$’000 HK$’000
FHET FExT
(unaudited) (audited)
(REEZ) (RREZ)
Within 1 month — @A 54,824 119,740
1 to 3 months —Z2={EA 50,254 43,507
Over 3 months but within 1 year HBR=EAE—FR 63,759 19,127
Over 1 year e —F 1,670 19,968
170,507 202,342
Less: Assets of disposal group W DEABEFHERZ
classified as held for sale HEARNEE (19,879) (21,540)
150,628 180,802
The Group allows an average credit period of 30 days to REBOEEZFREHEHA
its customers. The Group does not hold any collateral over 30 ZEEH - REE L R
these balances. ZEERESETMERR -

48 | CT Environmental Group Limited
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfREAAR & M IS SRR M o (4F)

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

11 TRADE AND OTHER RECEIVABLES (Cont’d)

11 BSREMBWKREE)

(b) Amount due from a former director (b) EWRESNE
HK$’000
FET
Gross amount B
At 1 January 2020 \—_Z2_ZF—HA—H 238,599
Exchange movement & &5 (2,159)
At 30 June 2020 R-ZEZZEFXA=TH 236,440
Impairment loss REEE
At 1 January 2020 R-ZE-ZF—-HF—H 238,599
Exchange movement [E 5 e (2,159)
At 30 June 2020 RZE-FFRA=1H 236,440

Carrying amount
At 30 June 2020 and 31 December 2019

IREE

RZIBZEFAA=Z+THK
—E-AFE+=ZHA=+—H -

The amount was unsecured, interest-free and without fixed

terms of repayment.

ZERBERERAF REHE
B E EE R -
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

R A AR S MR AR MR (A

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

11  TRADE AND OTHER RECEIVABLES (Cont’d)

11 BSREMEBWRE (&)

(c) Amounts due from companies controlled by a former (c) EWAESES ZARRE
director
HK$’000
FET
Gross amount g
At 1 January 2020 R-—B-—Z5—-5—A 85,922
Fund advanced from the Group AEEBGFzES 54,288
Fund advanced to the Group BN FAREEZES (3,349)
Fund advanced from the Group used to FARIE B — B IR R RIE
set off with the amount due to rEEFRBSZESR
a non-controlling shareholder (30,010)
Fund advanced to from the Group used to ARIREENS—R
set off with the amount due to B A B RIB BT
a related company rEBCZES (1,564)
Exchange movement B 57, 4% B (2,026)
At 30 June 2020 R-ZZEZZBHFEXRA=1H 103,261
Impairment loss WEEE
At 1 January 2020 R-—B-—Z5—-5—A 85,922
Provided for the period BN 19,365
Exchange movement PE 5% B (2,026)
At 30 June 2020 R-ZE-TFXRA=TH 103,261

Carrying amount
At 30 June 2020

BRTE{E
RIEBE-EFRA=TH

At 31 December 2019

REZ-AF+ZA=+

_E _

The amounts were unsecured, interest-free and without

fixed terms of repayment.

Subsequent to the reporting period, the Group made
payments of HK$32,696,000 to the companies controlled

by Mr. Tsui during the period from July 2020 to October
2020. Out of the total payments, HK$8,886,000 was
used to set off with the amount due to a non-controlling
shareholders as disclosed in note 13(b) and the remaining
balance of HK$23,810,000 were payments for the rental and
advertising expenses received by the companies controlled
by Mr. Tsui on behalf of Guangzhou Yanchen Zhili. The
arrangement in relation to the payments received by the
companies controlled by Mr. Tsui on behalf of Guangzhou
Yanchen Zhili would be finalised upon the execution of the
relevant agreement.

CT Environmental Group Limited
Interim Report 2020

ZERBAHEIEF 2 EEE
B E EEAR

RBERE AEBR=-Z=
EFE+RAEZEZEF+AH
B RS EEE4IM A TER
4 7%32,696,00058 Tt ° 1 % A+
#zEh 8,886,000 T A
FA K £ Bt 5513 (b) AT 38 B2 1Y FE
1 3R IR IR SR A FR I8 - T BAEE
23,810,00078 T B 14 £ 12 4]
HRATREREMNEEREKRZ
MiEERESHEX 2R -HE
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

SRS MR M ()

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

12 ASSETS OF A DISPOSAL GROUP CLASSIFIED AS HELD FOR

SALE

Zhongshan Haitao

During the year ended 31 December 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 FILFESEMEBRAA, (the “PILFSF"),
pursuant to which #LU% & agreed to inject RMB98,000,000
(equivalent to HK$107,290,000) 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

12

SEABHEHEZHEANZE
E

SlTIp: 3t

REBEE=ZE-—hhE+=A=1+-—
BIEFE AEBREHEERF
LB (REBzEEZENEBEA
A ZBRE UBRKRAEE2EK
Ko ¢MﬁEEE%$ﬁEI¥
AARREM®RSKMIRE K=
—hWEmB=+EHB: $$Iﬁ¢
LWESEHWEERAST ([RILF
SDIZHE P LESEE
DR ERBERERZER @A LE
SHIEE AR #98,000,0005T (HHE
7107,290,0005%8 T ) » LAELE A LU
E“zw%kﬁ HRITHREFE
AN REMNRELEE R =

:ﬁinﬁ:+a%&o

EREE-ZE-_TFAA=THL
L F‘izqﬂﬁ}i?ﬁﬁﬂﬁAﬁﬁﬁﬁéﬁﬁ

separately in the interim condensed consolidated financial 2z LSERBERRZERE
statements for the period ended 30 June 2020, as follows: FEBEzFEHEG ;zDT :
At At
30 June 31 December
2020 2019
i
S ZE-NF
—EB-EF +=A
~NAE=+H =+—H
HK$’000 HK$’000
FERT FET
Assets BE
Property, plant and equipment Y HWEREZE 135,237 143,285
Right-of-use assets FREEE 17,234 17,882
Inventories 78 471 623
Trade receivables W E 5 I8 19,880 21,540
Other receivables and prepayments H A FEUWFRIE R FR AT 4,197 7,434
Bank and cash balances RITRBEEER 5,829 3,070
Assets directly associated with assets HEYBABELEEE
classified as held for sale HiEZHEBECEE 182,848 193,834
Amounts due from group companies ESOFEFIRE 2 BN E R
eliminated upon consolidation NEFIE 32,627 470
Total assets of Zhongshan Haitao FILEECEERE 215,475 194,304

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

R A AR S MR AR MR (A

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

12 ASSETS OF A DISPOSAL GROUP CLASSIFIED AS HELD FOR 12
SALE (Cont’d)

Zhongshan Haitao (Cont’d)

SEABEHEZHEANZE
E (&)

HLEE (4#)

30 June 31 December

2020 2019
—E-NE
el ¥ - +=A
AB=+H =t+-—AH
HK$’000 HK$’000
FHET FHET
Liabilities afE
Trade payables g 5 ENRIER 7,620 5,697
Other payables and accruals Hitt BN HIERETER 25,964 14,632
Deferred tax liabilities EEFBEAE 2,127 2,309
Liabilities directly associated with assets EEDEBIFEHEEE
classified as held for sale EEBABECEE 35,711 22,638
Amounts due to group companies FEARNHECELSER
eliminated upon consolidation NEIFRIE 203,923 217,826
Total liabilities of Zhongshan Haitao FILEEzABERE 239,634 240,464

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 2020, the equity interest in Zhongshan Haitao was
pledged to secure the bank loans granted to the Group (note 14).

CT Environmental Group Limited
Interim Report 2020

RERGELERFILETEZ249%
BiEEZ REEESRFILEEZ
BT51%BRESBEARGERLEZ
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

13 TRADE AND OTHER PAYABLES 13 EBEZREMEMIIE

At At
30 June 31 December
2020 2019
S iy
—EB-EF —E-hE
~B=+H +=ZA=+-H
HK$’000 HK$’000
FHET FET
Note (unaudited) (audited)
Bt & (REEZ) (RRERZ)
Trade payables g 2 EIHIE (@ 132,493 104,122
Other payables and accruals HtEARERETER 160,417 161,869
Other payables for construction cost #23:& B AN 2 E fth fE {4 58 112,149 160,241
Deposit received for property ERMEERBB RS
development 109,480 111,630
Interest payable FE A+ F & 12,183 29,830
Other tax payable H b FEA{S T 18 43,633 52,235
Amount due to a company controlled FE{TBIE B %4 2 A A FE
by a former director 2,557 2,380
Amount due to a non-controlling B — BRI ERRRRIE (b)
shareholder 8,886 39,071
Amounts due to related parties FE R B 75 FR IR (19)()(ii) 27,065 34,603
608,863 695,981

B E S KEMEMRIRASR
—FREERREREE-

All of the trade and other payables are expected to be settled
within one year or are repayable on demand.
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAf AR S M IS IR M & (48

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

13 TRADE AND OTHER PAYABLES (Cont’d)

(a)

(b)

Trade payable

The credit period granted by the suppliers ranges from 30
days to 90 days. As at the end of the reporting period, the
aging analysis of trade payables, including those classified
as part of a disposal group classified as held for sale, based
on the invoice date, is as follows:

13 BSREMBMIREE)

(a)

B 5 ENKR

HEERENEEHN T30
AZ0ATE - RIREHK

BESEMARE (BEZESE
AEEHEZHEAR —HD
)R Z A NIRRT
T

At At
30 June 31 December
2020 2019
IS i
—E-FF —E-NF
AA=+H +ZA=t+-H
HK$’000 HK$’000
TET FHET
(unaudited) (audited)
(REEZR) (REZ)
Within 1 month —@ARA 29,928 44,823
1 to 3 months —Z={@A 38,238 29,605
Over 3 months but within 1 year BB=ERAE—FR 48,616 16,425
Over 1 year BiE—F 23,331 18,966
140,113 109,819
Less: Reclassified to liabilities directly & : E¥ DB EEH S8
associated with assets BIELEEE
classified as held for sale EEHBEzEE (7,620) (5,697)
132,493 104,122

Amount due to a non-controlling shareholder

The amount was unsecured, non-interest bearing and
without fixed terms of repayment. During the six months
ended 30 June 2020, payments of HK$30,010,000 made
to a company controlled by Mr. Tsui was used to set off
with the amount due to a non-controlling shareholder. The
outstanding balance as at 30 June 2020 was also set off
with the payments made to the company controlled by Mr.
Tsui subsequent to 30 June 2020.

CT Environmental Group Limited
Interim Report 2020

(b)

P — BIRERBRRKA

BRUARMIEN R 8 AK
BEEEPR BE-—B=
FEANA=TBIEAMEA
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfREAAR & M IS SRR M o (4F)

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

14 BANK LOANS

14 RITERX

At At
30 June 31 December
2020 2019
S ®
—B-EF —E-NE
ANA=+H +=ZA=t+-H
HK$’000 HK$’000
FET FE&T
(unaudited) (audited)
(RECEZ) (RRE®)
Secured bank loans BEPIRITER 1,443,497 1,724,167
Unsecured bank loans IR ITER 207,460 249,681
1,650,957 1,973,848
The bank loans were repayable as follows: EEERITEROT
At At
30 June 31 December
2020 2019
i iy
—B-EF —E-NF
AA=+H +=ZA=t-H
HK$’000 HK$’000
FERT FET
(unaudited) (audited)
(RECEZ) (REZ)
Within 1 year —FRr 860,613 1,108,617
More than 1 year but not exceeding BE—F - BETBBEME
2 years 259,801 263,103
More than 2 years but not exceeding BEME - BETHEBREE
5 years 347,535 390,217
More than 5 years HiBARFE 183,008 211,911
Total et 1,650,957 1,973,848
Portion of bank loans that were in EERERBEREBRER
breach of loan agreements and BEZRITERED
repayable on demand (1,650,957) (1,973,848)
Amounts due for settlement R1I2ER R BEE S5

after 12 months
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

R A AR S MR AR MR (A

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

14 BANK LOANS (Cont’d)

Further analysis on the bank loans as at 30 June 2020

14

RITE (&)

R-B-ZBFAA=Z+THZRBTE

RZE—FZ T

At At
30 June 31 December
2020 2019
R=-ZF-ZF R-Z-1%F
AA=+H +=ZA=t+-H
HK$’000 HK$’000
FET FHET
(unaudited) (audited)
(REFEZX) (REZ)
Bank A RITA 207,460 249,681
Bank B $R17B 170,844 253,239
Bank C fR17C 60,038 96,370
Bank D 817D 1,212,615 1,374,558
1,650,957 1,973,848
Note: Bt EE

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 2020 and 31
December 2019.

(i) Bank loans of the Group as at 30 June 2020 were with floating-rate
interest rates ranging from 3.7% to 11.3% (31 December 2019: 3.70%
to 11.30%) per annum.

CT Environmental Group Limited

Interim Report 2020

HRABERITERGAEY ENHTX
EBH MAARITERER-ZEZFA
A=tBER=ZZE-hF+ZA=+—-B#%K

TERARBEE-

iy RHRZBZZBEEXNA=1+HB &&
EZRITERRFENENFI7%
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfREAAR & M IS SRR M o (4F)

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

14 BANK LOANS (Cont’d)

Note: (Cont’d)

(i)

Bank loans as at 30 June 2020 and 31 December 2019 were secured
by certain of the Group’s charge rights of water supply, wastewater
processing and waste processing; property, plant and equipment
(note 8); right-of-use assets (note 9); and the equity interests of
Qingyuan Lvyou, Guangzhou Yinglong and Guangzhou Liangang Vessel
Wastewater Treatment Co., Limited (“Guangzhou Liangang”).

Bank loans amounted to HK$80,811,000 as at 30 June 2020 were
guaranteed by the former shareholder of Guangzhou Yinglong (31
December 2019: HK$82,859,000).

Bank loans amounted to HK$995,445,000 as at 30 June 2020 were
guaranteed by the controlling shareholder of the Group (31 December
2019: HK$1,167,799,000).

14 SRITEX (#)

By : (4F)

(ii)

RZEBEZFEXNA=+HARZE
—AE+ZA=+—BMERTER
DUREBE FHAK - FRKEER
BYERENKERE E - BER
25 (Kizks) FAEEE (M
9) URBEGSH BMNBERE
MHEBMAEHERAT ([EM
B WRREEIKR -

R-ZBEZZEANA=1THZEE
#£80,811,000/8 T 2 RITEFHE
MEBERZAKRREER (ZZ2—R
£+ H=1—H:82,859,000/%
JT) e

RZEBE-_ZEXA=+HSHE
£5995,445,0008 T 2 RITE R
EHAEBZERRBRRELER
(ZZE-hE+=ZA=+—8:
1,167,799,00058 T )
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REI B AR & I S AR MY (A8

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

15 OTHER BORROWINGS

15 HipfERK

At At
30 June 31 December
2020 2019
i
S —E-hEF
—B-FF +=A
ANA=1+8 =+-—H
HK$’000 HK$’000
FHET FET
LOAN A ERA
Interest bearing it E
— Loans principal —-EBEXEXE 185,000 185,000
— Accrued interest —FEET R B 85,298 57,548
@ 270,298 242,548
LOANS B BB
Non-interest bearing Tt
- Loan from Mr. Gu Yaokun —RELTBHMEEZER (b) 3,700 3,700
_ Other parties —Hi A+ (b) 6,569 6,698
10,269 10,398
280,567 252,946
a) LoanA a) HBHA

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).

CT Environmental Group Limited
Interim Report 2020
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

15 OTHER BORROWINGS (Cont’d)

a)

Loan A (Cont’d)

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.

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.

15 Hitb &K (&)

a)

ERA(HF)

RZEBE-NFtA+hHB &
DAREZEAT LR —HER
wE(E-_NERBE])
B AQEEZEAEA
135,000,000 Jt * & 2 /R &
BR([F-2&XK]) %=
FEREFHMEEAN=-Z—N
FAA+ABHZAEREE
—EERNENEBI0% (B
H25%) °

RZE-N\EFELtAZ+H
(BE—%(ERZFEAH) &
AREZEAT L E=HERK
wE(E=ZERBZE])
LAFE R 585 —Z & 35£50,000,000
B ([E=%8%]) - AH
MEER F=%5EFEER
BERZE—-N\FALAZ=+~
HZalEE F=2E8RH
FFEEI0% (§H2.5%) °

LHFABEERITRRAER
o

REZNHAE - RAFREEE
F_ERF=ZFEHR -R=F
—hRE+A+TARE  ZEALE
XEREBEE_ERE=FE
REREANE -R=F—N
FtAZ+=ZR ARAFERE
BEBSEERENENSK B
It ZEARARRBRIREE
B R B2 5 185,000,000/
THREBERASER AT
EHESTRIE -
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FREERRS

B RS R IR (F)

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

15 OTHER BORROWINGS (Cont’d)

a)

Loan A (Cont’d)

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

(i) 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.

CT Environmental Group Limited
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15 Hitf&sK (&
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

R R AR S MR AR MY (A

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

15 OTHER BORROWINGS (Cont’d)

b)

Loans B

The loans were unsecured and non-interest bearing. Other
than the loan from Mr. Gu Yaokun of HK$3,700,000 with a
term of one month, all the other loans were repayable on
demand. The loan from Mr. Gu Yaokun of HK$3,700,000
was overdue as at 30 June 2020 and 31 December 2019.

16 CAPITAL, RESERVES AND DIVIDENDS

(a)

Share capital

()

(i)

Issued share capital of the Company

15 Hitb &K (&)

b) EB

EXAEEEFER TR
BRARBEGT®B®ELE 2B
3,700,00058 st HABR & — 1 B
S FFEEMERIRERE
BoRELBREMEELEZER
3,700,000 tE R =B =&
ERNRA=tER=-Z—-hE
+ZBA=+—H@EH-

16 EX -FHERBEER
(@) B=&

() ARAERTRA

Number of
shares
RE A
’000 HK$°000
T’ FET
At 1 January 2019, R=-Z-hE—HA—8-
31 December 2019 and —E-NEFE+=-A=+—H
30 June 2020 rZE-_ZFXA=1+H 6,316,792 157,920
The holders of ordinary shares are entitled to receive EREREBEABREIE
dividends as declared from time to time and are FEEIRKNERE XN
entitled to one vote per share at meetings of the KRB RELEEER

Company. All ordinary shares rank equally with regard
to the Company’s residual assets.

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.

—EREE-FARQT
MRBEEMS AA
EEREAREMAL -

(i)  RIFRGEBEFE
2R
R-ZE—FF+-— A8
TR ADNARESE
HEEER 40 AR 10 22 B 51 21
(TR#pEBTE])
Bt RERDER
Bl 2 & RRDE R
(TZ@RH])TER
TEZEES ([ERE
)
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

A A AR S M T AR Y EE ()

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

16 CAPITAL, RESERVES AND DIVIDENDS (Cont’d) 16 BEAX -RERBRE (#)
(a) Share capital (Cont’d) (@) BRA(#&)
(i) Shares held under Share Award Scheme (Cont’d) (i) RIERGEBEFE
2R (&)
Details of the shares held under the Share Award RIEBERMDEREEE
Scheme are set out below: ZRMFREINOT
No. of shares Value of
held shares
BEERMEE BB ERE
000 HK$’000
T B THET
At 1 January 2019, R-ZE-—hFE—H—A8-
31 December 2019 and —E-hAFE+=ZHA=+—H
30 June 2020 rE=ZZE=ZZFXB=1+H 35,208 54,137

During the six months ended 30 June 2020 and 2019,
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 2020 and
2019.

(b) Dividends

No Interim dividend was paid or proposed in respect of the
six months periods ended 30 June 2020 and 2019.

CT Environmental Group Limited
Interim Report 2020
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[ g=)

BE-Z-ZER-T
—hWEANA=FTHLN
@A A0 [) I ERIE
B0 S B at B3R AR
3o

HE-Z-TER=-F
—AEXNRB=1THILER
& A » AEE I ERER
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—hFERB=TRLAERH
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

The carrying amounts of the Group’s financial instruments carried
at cost or amortised cost were not materially different from their
fair values as at 30 June 2020 and 31 December 2019.

COMMITMENTS

Capital commitments outstanding not provided for in the

17

18

EMIRNTHEME
R-Z-ZEXA=Z+ER=Z
—AE+ZA=+-B AEER
PR B RA TR ST AN
SREEEE QA FELTEBEATRE-
3

s KRB B R P I AR S B

interim condensed consolidated financial statements: ERB/BENE RE
At At
30 June 31 December
2020 2019
i i
gt 323 ZE-NF
AA=tH +=ZA=t—-H
HK$’000 HK$’000
THET FHExT
(unaudited) (audited)
(RRBEZ) (REZ)
Contracted for [SHEED 134,207 151,047
Authorised but not contracted for 2t EERETH - -
134,207 151,047
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAf AR S M IS IR M & (48

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

19 MATERIAL RELATED PARTY TRANSACTIONS 19 EXABAIRS

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

include the following individuals/companies: AL /AT

Name of related party Relationship with the Group

) g et HEAKEHER

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

BREEEE ERER RESRAIEE

Mr. Xu Juwen a former Executive Director

BREXEE AIFITES

Guangzhou To Kee Effectively owned by the Controlling Shareholder

(EM3EE2) (note (i)
BMER (MEEEd)) HERRRERES
Guangzhou Tian Tian Cleaning and Washing Effectively owned by the Controlling Shareholder

Company Limited (“Tian Tian”)
(BMRRIRZERBRAF) (note (i)
BMNRRRZEFRERARE (TRK]D) (MEEE))) HERRRERER

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

BEPIRSRENE AR AR ([REPIEEZE ) (MIE()) HEZERRREBES

Haiqgin Tiancheng Joint Venture of the Group
(B KE,) (note (i)
B0 R (FFEER)) REESERHE
Guangzhou Haigin Tiancheng Environmental Effectively owned by the Controlling Shareholder

Consultancy Company Limited
(“Haigin Tiancheng Consultancy”)
(B8 RERIRBABR DA (note (i)
BN RBRIZEZAGRL T HERRRERES
(Mg RHFBHAL) (FEEG))
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
I ER AR S S R M EE ()

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

19 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 19 EXBABAXRS (&)
Name of related party Relationship with the Group
BEBIME 2R BEAEBHER
Guangzhou Yanchen Zhili Profession Company Mr. Tsui Cham To is a member of key management
Limited (“Guangzhou Yanchen Zhili”) personnel of the entity
(BEMNEBRBEEFRAF) (note (i)
BMNEEGEEEFRAD A BEBRERZERNTIEEEAEZ—

(TEMIZEERER]) (B&EEG))

Longmen Hutiao Station Company Limited Effectively owned by the Controlling Shareholder
(“Longmen Hutiao Station”)
BEFTRBEEBIEFR 2 F) (note (i)
EFIRKBEERAR ([FEFARKEIE]) (MEE()) BAERRRERES

Guangzhou Zhongtao (note a) (M ®5H) (note (i)  Effectively owned by the Controlling Shareholder

BN (Fata) (MIEE()) HERRRERES

Golden Oasis China Development Limited Effectively owned by the Controlling Shareholder
(“Golden Oasis”)

LEPEERERLRA (T28]) HERRRERES

Silver Badge Limited (“Silver Badge”) Effectively owned by the Controlling Shareholder

REBRAE ([HRE) HERRRERES

Keen Vast Holdings Limited (“Keen Vast”) Effectively owned by the Controlling Shareholder and

ultimate holding company
ERERERAR (MEKX]) HERRRRERERLADERES

P EREREERRAE
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAf AR S M IS IR M & (48

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

19 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 19 EXBEBARXS (£)

Name of related party
) et

Relationship with the Group
BEAKENEFR

Guangzhou Xizhou Port Company Limited
(“Xizhou Port”) (note (i))
BNFEONISEARA R ([FMISEE]) (FIEEq))

Guangyuan Taoji Textile Company Limited
(“Guangyuan Taoji”) (note (i)
BrEcsm@saRAR (TETER]) (M)

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

BrEEsBARAR (TETEHE] (M)

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

EBMNTHEEZRERDERAT ([EMHES )
(BYEE())

Zengcheng Waijing Trading Company Limited
(“Zengcheng Waijing”) (note (i)
BT IIMEEZBRAF (MEHIE]D) (M)

Guangzhou Lixin Touzi Company Limited
(“Guangzhou Lixin”)

BMNHZHHREBRLTF ([EMNZHH])

Guangzhou Weihang Trading Development

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

Effectively owned by the Controlling Shareholder
HERRREEES
Effectively owned by the Controlling Shareholder
HERRREERESR
Effectively owned by the Controlling Shareholder
HERBRRERES
Effectively owned by the Controlling Shareholder

HIERRRERESR

Effectively owned by the Controlling Shareholder
HERRREEESR
Effectively owned by the Controlling Shareholder

HERKRREEER

Mr. Tsui is a member of key management personnel of

the entity

BEMNEMEZBRRERQE ([EMEM]) (MEG)) REERZERNEIEERASEZ -

Notes:

B &E:

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

RXIEHEBOREZERBE 3
ZENTNESEBATNEME-

I\
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

19 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 19 EXBABARS (&)
(a) Key management personnel remuneration (@ TEEBAEME
Remuneration for key management personnel of the Group AEEBTEEBEAEMEM
is as follows: T
Six months ended 30 June

BEAAZ=+tBHLEAREAR

2020 2019

—E-FF —E-NEF

HK$’000 HK$’000

FET FET

(unaudited) (unaudited)

(REEZ) (REFER)

Salaries and other benefits HERHEHMBEFR 4,273 4,974
Retirement scheme of defined REMRFEMNKETE

contribution 145 174

4,418 5,148
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAf AR S M IS IR M & (48

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

19 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 19 EXBEBAXRS (&)
(b) Particulars of significant transactions between the Group (b) R|REHER  AEBEE LT
and the above related parties during the reporting period are BB D FTETHNEARR S
as follows: mE:

Six months ended 30 June
BEAA=1THIEAEA

2020 2019
—®-%F -—T-hnf
HK$’000 HK$’000
Fix FBE

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

Receipt of technical testing services B8 X # E 15 RY H i
from Haigin Tiancheng 1381 AR 7% 116 219

Receipt of consultancy services from B & f 8 EE SN EHARE

Luopu Kunrun - 221
Lease obligations payable to mEMNEESERNSHEAE
Guangzhou Yanchen Zhili 4,869 5,115

Advertising expenses to Guangzhou [IEMNEBAEXFHNES

Yanchen Zhili 53 5,954 6,254
— Payment of interest on bank -REERE
borrowing on behalf of ZARITERFE
Yanchen Zhili 3,284 -
— Interest on other borrowings —BEMER AT
paid by Guangzhou To Kee HERRE - 10,047
- Expenses paid by Mr. Tsui Cham To — BB L E A X - 4,728

68 | CT Environmental Group Limited
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19 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d)

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

as follows: (Cont’d)

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

R R AR S MR AR MY (A

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

19

EXEBATRS (&)

(b) RIEHEA - ANEEER Lo
BB L FETNERR S FHIE

W (&)

Six months ended 30 June
BEANA=1THIEAEA

2020 2019
—EZEF —E-NF
HK$’000 HK$’000
FHExT FET
(unaudited) (unaudited)
(REERK) (REERZ)

Payments to: MUTEFEHNERK:
- Guangzhou To Kee —BEMER - 413
- Xizhou Port —FMESEE 3,382 7,494
- Guangzhou Xinyiduo -BMNF®EZ - 9,086
- Zengcheng Waijing — BN - 568
- Guangzhou Lixin —BEMEFH 49,790 -
— Guangyuan Haitao —-BrxEE - 852
— Guangyuan Taoji —-BEER 1,116 -
— Mr. Tsui Cham To —HREFEE - 510
- Guangzhou Weihang — E M E R 12,814 6,033
— Haiqin Tiancheng — 0 R - 162
— Longmen Copper —BEPIEEZE - 6
Six months ended 30 June

BEAA=1+HIEAEA
2020 2019
—EZEH —E-hEF
HK$’000 HK$’000
FHET FET
(unaudited) (unaudited)
(REER) (REEZ)
Payments from: REUTEFWARK:

— Mr. Tsui Cham To —HEEEE - 870
— Guangzhou Lixin — BN 3,349 =
- Guangzhou To Kee —-EMER - 23,617
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAf AR S M IS IR M & (48
(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

19 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d) 19 EXBEBARXS (£)

(c) Balance with related parties (c) ERRAEES BIAL&R
()  Amounts due from related parties () BB S B
At At
30 June 31 December
2020 2019
i iy
— ZE-hE
AA=+tH +T=ZA=1-H
HK$’000 HK$’000
FERT FHExT
(unaudited) (audited)
(REERZ) (RRE®)
Current BD HA
Trade receivables from: BRUTERESNRIE:
- Tian Tian —RXR 1,719 1,754
Sub-total NEF 1,719 1,754
Other receivables from: HEWRUT&ERIE:
- Haigin Tiancheng Consultancy ~ — &b X #7458 66 67
- Longmen Copper —BEFIHEZ 11 12
- Haigin Tiancheng — & R 247 369
- Guangzhou Weihang — BN B A 3,982 4,060
Sub-total NEF 4,306 4,508
Total et 6,025 6,262
Less: impairment loss B OREEE (3,982) (3,911)
2,043 2,351

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 (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

19 MATERIAL RELATED PARTY TRANSACTIONS (Cont’d)
(c) Balance with related parties (Cont’d)

(i) Amounts due to related parties

19

EXEBATRS (&)

(c)

SLRAN T VKRR (AF)

(i) FENTEB LR

At At
30 June 31 December
2020 2019
i I
—ECRHF “E-NF
AA=+R +=ZA=+-H
HK$’000 HK$°000
FHEx FHET
(unaudited) (audited)
(REEXZ) (& E%)
Other payables to: HMES T & F IR
- Guangzhou Yanchen Zhili —-EMNEERE 22,520 16,903
- Guabgzhou Weihang — BN A 4,545 17,700
Total T 27,065 34,603

The amounts due from/to the related parties are
unsecured, interest-free and have no fixed repayment
terms.

FEWRFE 1S BT 75 B K
BRABEA REHE
B E EEAR -
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (&

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

20

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, BNEERAERFZBER AT Guangzhou
Haitao Environmental Protection Technology Company Limited
(“Guangzhou Haitao”), F LIS HRARBIHBER AT Zhongshan
Haitao Environmental Protection Technology Company Limited
(“Zhongshan Haitao”) and EMNmEEMMBEEER QA
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.

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 the
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.

CT Environmental Group Limited
Interim Report 2020
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

20

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

On 9 April 2019, EREEMNTEIEARKER 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 to HK$6,186,000).

On 22 April 2019, ERBEMN M 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 to HK$328,000).
The accounting staff was sentenced to imprisonment with
probation.

In addition, on 9 April 2019, EREEMNTEAIBARRK
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).

20 HHAEREZBFREARFRRK

AE (&)

(a) FREI S BUFHESHERM T
EREMMBERARAITE ([E
MEE |) 2 SRR

R-ZBE-NETNAABR ER
EEMNTEIBEARRER
Y EMEBIRIEFRE 1B
BEMNEBEREZERERA
B E (RATRIES)
(AEHBREAEETEIL
RAIR—BEFEIR=-Z
—RNE-—AEZE—tF+=
AHER RIEEREFIREME
FAERIRHEZERT @
EEBHERIZEREZLH
ERFENBAE BILEHE
BT EREERBEZEZEE
HEE 5B ARYS5,650,000
7t (¥ 746,186,000 JT ) °

RIE-NFEWOBE=+=H"
PEEREEMNTEIEAR
EBR (TR ABR ) B B R
HHENEBRZETEIAE
THR WESEMNEET
A R #300,0005T (A E
$4328,000/8T) - BT AE
48 T A0 o

N RZB-AFWAAK
A-BREBMNTEIBAR
BER I EMNEBRRS —
MRS IWWHRETE
BMNEBRHEETSREEA
BRE=FEEUIRERER
PRy BBRRRISRMESR
T (EEBREXEEETE
MERHER) o
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (&

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

20 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 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$328,000) (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.

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$6,186,000) 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.

CT Environmental Group Limited
Interim Report 2020

20 HHAKREZBFREARFRR

AE(F)
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MEE ) 2B ERR ()

R-ZE-EFHAZ+AHR

AR RN ER
BILRIRSRFTHHARR
HEMEBHEIRARYE
300,0007T (#HE 328,000/
) (TEMEBHIR]) -5
REBAESWHA NI B 0E
Mo RPN AZERFHE
MEBHRE  BEMNEBHE
MEBH RO IR E L5F - HEE
M3 B B AL R

HEER

HAESZESEIT2AEZE
REREMNEBR=-ZT—X
FR-ZE—tFR=FKAT
FHH1SRIZER B E  HE5H
A R #5,650,0007T (HER
6,186,00058 7t ) * MHLE RS
ERREHEMARE Z=K
AFEIRIEEMAIZER B ZER
BEHE MEMEBRZ=X
AEWEER SEHKIE
BEZEERA EMGERR
ZABRMNEBREEREEEK
B — R MEEH H R ERIEE
HEENAEEIFAERALD
AMEAME AT NE RN ZE
PIEEEABERBE-



Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

20 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)

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.

20 HYAEREZBRFREARFRR

AE(F)
(a) FREISBUFHESEEMNT

ERMMBFRARAR (&
MEE ) 2R ERR ()

HEER (B

RERBA-ZT-ZTFNA
“TAEMHR R=F—L
F-REZZ-N\FHAH
B BMERD—ZRIIDEF
(FRINFNEEBIMWER
R UBRHEHEEBB]ZE
e RIN T IERA [FRER R,
TR RS FETIEM I
FERNBHBRETELENE
EED(BLEB)RHTE
BREEEREECEXHRZ
B=H BERREITR-EM
BB IZEERYI T R AR R
& R LA 175 B I # ROR I 5 A9
[ EBIBREE -
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (&

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

20 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)

Findlings 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.

CT Environmental Group Limited
Interim Report 2020
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
AR EAAR S M IS SRR M o (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

20

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, FILTME —TEARMER 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 (EXR&H LT %
— AR JEBR) delivered a judgment against Zhongshan
Haitao and ordered Zhongshan Haitao to pay a fine of
RMB500,000 (equivalent to HK$547,000) (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)
hEAfH AR S M R M T (&

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

20 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.

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 (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

20 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 obtaining 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$82,110,000) 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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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)
hEAfH AR S M R M T (&

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

20 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, EREEMN ™ A RMWELR 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$190,781,000) 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$8,507,000) illegally and receiving illegal
sludge treatment service fee of RMB9,051,000 (equivalent
to HK$9,909,000). 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.

CT Environmental Group Limited
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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 2020) (BtZ—F_—FF~HF="1HI~EH)

20

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

FREERRS

B RS R IR (F)

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

20 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)

Findlings 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 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 litigation.

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 (48

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

20 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$8,507,000) 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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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

FREERRS

B RS R IR (F)

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

20 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)

Findlings 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$52,118,000). 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$36,482,000). 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$33,533,000)
under the contracts.

CT Environmental Group Limited
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(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

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

(d) Details of other litigations in which the Group were as
follows:

(i)

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

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

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

(d) Details of other litigations in which the Group were as
follows: (Cont’d)

(ii)

(i)

On 9 July 2019, Guangzhou Environmental Protection
Federation (ERERIEREE S E) 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.

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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(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

20

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE

GROUP AND INVESTIGATIONS (Cont’d)

(d)

Details of other litigations in which the Group were as

follows: (Cont’d)

(iv)

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

FREERRS

B RS R IR (F)

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

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

(d) Details of other litigations in which the Group were as
follows: (Cont’d)

v)

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.

In early 2020, 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.
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(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

20

INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE

GROUP AND INVESTIGATIONS (Cont’d)

(d)

Details of other litigations in which the Group were as

follows: (Cont’d)

(vii)

(viii)

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.

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 outstanding
principal of HK$185,000,000 (31 December 2019:
HK$185,000,000).
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INDICTMENTS AND LEGAL PROCEEDINGS AGAINST THE
GROUP AND INVESTIGATIONS (Cont’d)

(d) Details of other litigations in which the Group were as
follows: (Cont’d)

(ix) 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 2020 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.

CT Environmental Group Limited
Interim Report 2020

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

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

S ASE 2 BHRRERERAR
AE(H)

(d) AEBEES—F2HMFRH
BuT: (&)

ixx A== %

—RERBTEOPEHE
MIEBRIR H S AR DT
RE+ORMBATR
BAEECZRSBHKF E
REBFEEERERK
BEANBUNEERHE
B B AN & 152,868,000
BT FIEEAMEE o

BREXFRALES RBEZZ-F
ERAB=THILHBERAEKHRE:
AEBRABEBBREDEELRM
EE -BEREMCALHNREREH
MRREE-HBEERERE TR
FEEAREBELEHR-BEES
AR CRBHARRBAIESZR
EhETRP BRSSP BEHRERR
EH R AR

KHRATEENR BAESHE
EHRDERRREFELMAT -EE
FRUERZSMETERATE B
FEERR ZEFDBRRELT
SHAEENMBERR  MBRE
FREREELEERTNEE -



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

(For the six months ended 30 June 2020) (BtZ—F_—FF~HF="1HI~EH)

21  NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD

a)

Certain group entities were sued by their creditors as set
out in notes 1 and 20 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$107,290,000 as at 30 June 2020) into
Zhongshan Haitao of which RMB43,235,000 (equivalent to
HK$47,334,000) 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$1,355,235,000) 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. The payment schedules of the compensation are
as follows:

i) A compensation of RMB247,577,000 (equivalent to
HK$271,047,000), representing 20% of the total cash
compensation has been received in November 2020;
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Notes to the Interim Condensed Consolidated Financial Statements (Cont’d)

A A AR S M T AR Y EE ()

(For the six months ended 30 June 2020) (BIZ—F_—FF~F="1HI1~EH)

21  NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD

(Cont’d)

c) (Contd)

i) RMB618,942,000 (equivalent to HK$677,618,000),
representing 50% of the total cash compensation
will be received when Guangzhou Lvyou completes
its construction of the new production plant and
commences the foundation work for medical waste
treatment plant on the reallocated land which shall be

completed by 30 June 2021;

i) RMB123,788,000 (equivalent to HK$135,523,000),
representing 10% of the total cash compensation will
be received when Guangzhou Lvyou completes the
demolition of the existing plant and facilities;

iv) RMB247,577,000 (equivalent to HK$271,047,000),
representing 20% of the total cash compensation will
be received within 3 months when Guangzhou Lvyou
finished the soil maintenance and handover the land to
the local government authority which shall take place

on or before 30 September 2022.

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 (c)
above. The total investment amount shall not be less than
RMB1,080,660,000 (equivalent to HK$1,183,107,000).

e) Subsequent to 30 June 2020, the Group made further
payments to the companies controlled by Mr. Tsui the

details of which are set out in note 11(c).
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