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Major Events R

Material litigation or arbitration

During the year, there is no litigation or arbitration that is material to the Company.
Asset acquisitions and sales, mergers during the reporting period

Please refer to the section headed “The Company’s Investments” in the Directors’
Report for details of this section.Save as disclosed above, there have been no asset

sales and mergers of the Company.

Major connected transactions of the Company during the reporting
period

1. Connected transactions related to daily operations

The sewage water processing business of the Dongjiao Sewage Water
Treatment Plant of the Company are carried out according to the “Sewage
Water Processing Agreement” entered into between the Company and
Tianjin Sewage Company (“TSC”) on 10th October, 2000. Pursuant to
such agreement, the Dongjiao Sewage Water Treatment Plant will provide
sewage water processing services to TSC according to the prices determined
by the pricing formula as stated in the “Sewage Water Processing Agreement”.
TSC s a state-owned enterprise established in the PRC and TSC and TMICL
are both under the supervisory control of the Urban Construction Bureau;
TMICL is the controlling shareholder of the Company and beneficially
owns an aggregate of approximately 59.91% of the issued share, thus
connected person to the Company. The pricing formula allows the Company
to compensate fully the actual operating costs from sewage water processing
business, including the depreciation and amortization of fixed assets (which
excludes interest charges and foreign exchange losses) and to earn the 15%
return calculated from the annual average of the monthly average carrying
value of the relevant fixed assets of the sewage water processing business, as
well as to earn the saving costs, and the incentive reward on the price
adjustment when the actual volume of sewage water processed exceeds the

minimum volume of sewage water processed as stipulated in such agreement.
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The sewage water processing businesses of the Xianyanglu Sewage Water
Treatment Plant, the Jizhuangzi Sewage Water Treatment Plant and the
Beicang Sewage Water Treatment Plant are carried out according to the
“Sewage Water Processing Interim Service Agreement” entered into by the
Company and TSC on 20th March 2006. Pursuant to such agreement, the
Xianyanglu Sewage Water Treatment Plant, the Jizhuangzi Sewage Water
Treatment Plant and the Beicang Sewage Water Treatment Plant shall charge
the sewage water processing service fee at the unit price implemented by the
Company and TSC in 2005 (i.e. RMB1.93 per cubic meter). The volume
for calculating the service fee shall base on those volume of sewage water
processed from above sewage water treatments plants which have reached

the required standards.

During the reporting period, according to the pricing formula as stipulated
in the “Sewage Water Processing Agreement”, the unit price of sewage water
processing service fee was RMB 1.93 per cubic meter (as implemented by
the Company and TSC) which is identical with the unit price as stipulated
in the “Sewage Water Processing Interim Service Agreement”. During the
reporting period, the Dongjiao Sewage Treatment Plant, the Xianyanglu
Sewage Water Treatment Plan, the Jizhuangzi Sewage Water Treatment Plant
and the Beicang Sewage Water Treatment Plant have processed 306,550,000
cubic meter in aggregate and accordingly sewage water processing service
fee amounted to RMB591,663,000 was generated pursuant to the “Sewage
Water Processing Agreement” and “Sewage Water Processing Interim Service

Agreement”.
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The Company did not have other significant connected transactions during

the year.

In note 31 concerning “Related Party Transactions” to the financial
statements for the year ended 31 December 2006, the revenue earned from
TSC for sewage water processing services and construction of sewage plant
amounted RMB591 million was referred to the aforesaid connected

transaction.

Save as aforesaid, note of the “Related Party Transactions” as disclosed in
note 31 to the financial statements for the year ended 31 December 2006
did not constitute discloseable non-exempted connected transaction or non-

exempted continuing connected transaction under the Listing Rules.

After reviewing the above current year’s connected transaction, the
independent non-executive Directors confirmed that such connected

transactions were:

(1) entered into in the ordinary and usual course of business of the Group;

(2)  conducted either (2) on normal commercial terms (as compared with
transactions of similar nature carried out by similar entities in the
PRC) or (b) (if no available comparison) on terms no less favorable

than those available to or from independent third parties; and

(3) entered into on terms that are fair and reasonable so far as the

Shareholders are concerned.

After reviewing the above current year’s connected transactions, the auditors
of the Company confirmed the matters stated in rule 14A.38 of the Listing

Rules.

The Company confirms that it has complied with the disclosure requirements

in accordance with the Listing Rules for the above connected transactions.
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() SR (4) Custody
EE YNGR HRCE AL The Company did not provide any custodian during the year.

(H) A (5)  Subcontracting
AT\ A R fL R o The Company did not provide any subcontracting during the year.

() MERHR (6) Leasing

AAERE) ) AL B IH o The Company did not have any leasing matters during the year.

(&) B (7)  Guarantee
Wi e WERR : AR
Unit: 100 million dollars ~ Currency: RMB

Pkl S A N EE A7 h

Guarantee provided to the subsidiaries of the Company

Ok I R T o A R B A G R Total amount of guarantee provided to 6.6
the subsidiaries of the Company during the reporting period

Ak AR B PEIR T  R DR ERER £ st Total amount of outstanding guarantee provided to 7.2

the subsidiaries as at the end of the reporting period

AR AWRAEED (BIRERRT AR WER)

Total amount of guarantee granted by the Company (including guarantee provided to the subsidiaries of the Company)

PEfRAEE Total amount of guarantee 7.2

PELR ARG A R IR & A (%) Percentage of the total amount of guarantee to 29.97
the net assets of the Company (%)

e Of which:

TR~ TR N R By SR B O 4 A Amount of guarantee provided to the Shareholders, 0
actual controller and other related parties

M A T B AR 70% HIBEdE (R Amount of guarantee provided directly or indirectly 0

SARMLA B R for the guaranteed parties with gear ratio of over 70%

Vo (R AR IR T ETE 50% T 92 Total amount of guarantee exceeding 50% of net assets 0

bRk IR R R Total amount of the above three guarantees 0
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Major Events

(8) Trust arrangement

The Company did not make any trust arrangements during the year.

(9)  Other major contracts

During the year, there were no other major contracts entered into by the Company.

(10) Implementation of commitments

1)

Pursuant to the requirements under Article 27 in the “Administration method
in respect of Share Segregation Reform of Listed Companies”, all the original
non-circulating Shares shall not be traded or transferred within 12 months
commencing from the date of implementation of the Share Segregation

Reform.

TMICL undertakes that upon expiry of the aforesaid commitment period,
the number of Shares sold through The Stock Exchange shall not exceed
5% of the total number of Shares of the Company within 12 months and

shall not exceed 10% within 24 months.

In the event if the amount of restricted circulating Shares sold through The
Shanghai Stock Exchange attained 1% of the total number of issued Shares,
an announcement shall be made within two working days of the occurrence

of such event.
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5 0L R0 B SRAE JBURE Ay T SR Commitments made by the original Shareholders of noncirculating Shares

v o 9 R I B L BT B in the course of the Share Segregation Reform and its implementation
AR IE AT B

Bk # R i 3 ] Implementation of ik

Name of shareholder Commitment commitments Notes

KT B A PR T (1) FrRef BRI EBR AR I EF R

TMICL BB R HAE Under normal

1248 H A E T3¢ 5 sl B - implementation

All the “Tianjin Capital” Shares

held by it shall not be listed, traded or
transferred within 12 months commencing
from the date of the implementation of
the Share Segregation Reform Proposal.

Q) ERPRRGEIIING - @RS T
A G) ERC - thE B AL A FIG
AR HL O+ AR AR R T 2 2 T
gy I NN GiF NS e
Upon expiry of the aforesaid commitment
period, the number of Shares sold through
The Shanghai Stock Exchange shall not exceed
5% of the total number of Shares of the
Company within 12 months and shall not
exceed 10% within 24 months.
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In the event if the amount of restricted
circulating Shares sold through The Shanghai
Stock Exchange attained 1% of the total
number of the issued Shares, an announcement
shall be made within two working days of

the occurrence of such event.
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(11) Appointment and removal of the accountants of the Company
During the reporting period, the Company did not change its accountants. The
original domestic auditor of the Company is PricewaterhouseCoopers Zhong Tian
Certified Public Accountants Limited Company. The original international auditor
of the Company is PricewaterhouseCoopers. A total of approximately RMB4 million
were paid to the two auditors for auditing services rendered in the previous year.
As at the end of the previous reporting period, the above two accountants have
rendered auditing services to the Company for 12 years. During the past three

years, the Company did not change its auditors.
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Major Events

Punishments and rectification to listed Companies and its directors,

supervisors, senior management, shareholders and actual controllers

During the reporting period, the Company and its Directors, supervisors, senior
management, shareholders and actual controllers were not subject to any
investigation, administration punishments, criticisms by CSRC or public reprimand

by any stock exchange.

Other major events

During the reporting period, there were no other major events of the Company.

Major changes in the profitability, assets and credit position of the
guarantor of the A Share Convertible Bonds of the Company

The guarantor of the A Share Convertible Bonds of the Company is Tianjin Branch,
China Construction Bank. During the reporting period, there was no change in

the profitability, assets and credit position of the guarantor.
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(15) Establishment of the internal control system of the Company

The Company has undertaken the construction and improvement of the internal
control system since the beginning of 2005 and implemented various systems such
as information system, capital management, subsidiary management, long-term
investment, project construction and planned statistics in accordance with the
production, operation and strategic development planning of the Company. The
Company also passed the ISO9000, ISO14000 and OHSAS18000 management

system certification.

During the reporting period, pursuant to the requirements stipulated in the
“Guideline on Internal Control of Listed Companies” issued by the SSE, the
Company has engaged a professional management consultancy to help further
refine the internal control system of the Company. The first stage is to evaluate the
existing internal control system of the Company; the second stage is to rectify the
control defects identified as well as regulating and evaluating the key business flow
based on the evaluation made at the first stage so as to improve the internal control
system of the Company and establish the self-assessment capability and mechanism
for internal control. The third stage is to continue to upgrade the quality of internal
control, cultivate capabilities for risk management and construct a comprehensive
corporate risk management system. This task is expected to be completed around
the end of 2007. The audit division of the Company is responsible for independent

evaluation and supervision of internal control.
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