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Important

The board (the “Board”) of directors (“Directors”), supervisory
committee (“Supervisory Committee”) of Tianjin Capital
Environmental Protection Company Limited (the “Company”) and
its Directors, supervisors (“Supervisors”), senior management
(“Senior Management”) confirmed that the information in this
2007 interim report (“Interim Report”) does not contain any false
information, misleading statements or material omissions, and accept
joint and several responsibility for the truthfulness, accuracy and
completeness of the contents of this report.

Mr. Wang Zhanying, the Director was unable to attend the Board
meeting due to business affairs, and had appointed Mr. Gu Qifeng,
the vice Chairman to vote on his behalf. Mr. Gao Zongze and Mr.
Ko Poming, both independent non-executive Directors, were unable
to attend the Board meeting due to business trip, and had appointed
Mr. Wang Xiangfei, the independent non-executive Director to vote
on their behalf.

The Company interim financial reports are unaudited.

Ms. Ma Baiyu, the Chairman of the Company, Mr. Gu Qifeng, the
person in charge of the accounting function, and Ms. Chen Yinxing,
the person in charge of the accounting department of the Company,
have declared that they shall be responsible for the truthfulness and
completeness of the financial statements in this Interim Report.
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I. Company Profile

(I) Basic Information of the Company

Company name

Legal Chinese name
RERIZRRBRD AR AT

Abbreviation of the legal Chinese name

BIZERMR

English name

Tianjin Capital Environmental Protection Company Limited

Abbreviation of the English name
TCEPC

Place for listing of the A Shares
Shanghai Stock Exchange (the “SSE")

Short form of the A Shares
BIZIRIR

Stock code of the A Shares
600874

Place for listing of the H Shares

The Stock Exchange of Hong Kong Limited (the “HKSE")

Short form of the H Shares
Tianjin Capital

Stock code of the H Shares
1065

Place for listing of the Company’s A share convertible

bonds (“A Share Convertible Bonds")
SSE

Short form of the Company’s A Share Convertible

Bonds
Tianjin Convertible Bonds

Code for the Company’s A Share Convertible Bonds

110874

Registered address
No. 45 Guizhou Road
Heping District
Tianjin

The People’s Republic of China (the “PRC")

Address of the Company’s office
TCEP Building, 76 Weijin South Road
Nankai District

Tianjin

The PRC

Postal code
300381
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Website
http://www.tjcep.com

E-mail address
tjcep@tjcep.com

Legal representative of the Company
Ms. Ma Baiyu

Secretary to the Board
Ms. Fu Yana

Telephone number
86-22-23930128

Facsimile number
86-22-23930126

E-mail
fu_yn@tjcep.com

Correspondence address

TCEP Building, 76 Weijin South Road
Nankai District

Tianjin

The PRC

Company Secretary
Mr. Kwan Man Fai

Telephone number
852-2218-0920

Facsimile number
852-2501-0028

E-mail
cosec@tjcep.com

Correspondence address
22/F, Worldwide House, Central, Hong Kong

Securities Affairs Representative
Ms. Guo Fengxian

Telephone number
86-22-23930128

Facsimile number
86-22-23930126

E-mail
guo_fx@tjcep.com

Correspondence address

TCEP Building, 76 Weijin South Road
Nankai District

Tianjin

The PRC
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Newspapers for the Company’s announcement:
Shanghai Securities, Hong Kong Wen Wei Po and The Standard

Website designated by the China Securities Regulatory
Committee (“CSRC") for the disclosure of the Interim
Report:

http://www.sse.com.cn

Place where the Interim Report is available for
Inspection

Office of the Secretary to the Board at

16/F, TCEP Building, 76 Weijin South Road, Nankai District,
Tianjin, the PRC

Other basic information:

Date of first registration of the Company
8 June 1993

The first registered address of the Company
No. 10 Hubei Road, Heping District, Tianjin, the PRC

Dates of changes in registration of the Company
26 August 1998, 8 January 2001,
23 July 2001 and 25 February 2003

Change in registered address of the Company
No. 45 Guizhou Road, Heping District, Tianjin, the PRC

Number of Business Licence of the Company
Qi He Jin Zong Zi No. 009079

Tax Registration Number of the Company:

State tax registration number
Guo Shui Jin Zi 120114103065501

Local tax registration number
Di Shui Jin Zi 120114103065501

Name of PRC auditor appointed by the Company
PricewaterhouseCoopers Zhong Tian Certified Public
Accountants Limited Company

Correspondence address of PRC auditor appointed by
the Company

11th Floor, PricewaterhouseCoopers Center

202 Hu Bin Road

Shanghai, the PRC

Name of International auditor appointed by the
Company
PricewaterhouseCoopers

Correspondence address of International auditor
appointed by the Company

22/F, Prince’s Building

Central, Hong Kong

Tianjin Capital Environmental Protection Company Limited ¢ 2007 Interim Report
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() Principal accounting data and financial highlights (as (=) BEBEPE(EE S EL) R(EESHH

prepared in accordance with the Accounting Standards and E) #BI+ELAREH R ERNE
the Accounting System for Business Enterprise of the PRC ZEHEBNUBHE

(collectively the “PRC GAAP")

During the reporting period, the net profits of the Company and its BEFREARGHRUGEH  ARFARAFAR
subsidiaries (the “Group”) as prepared under the PRC GAAP A((AEE]) EREHNERFFERARE
amounted to RMB109,374,000. The major financial information for 109,374F L » AFRERM EFFRBE R EF2
the reporting period and the corresponding period of last year and FOEEMBEFOET

the last year are as follows:

(1) Major Financial Information and Benchmarks (1) FERBHEBENER

Unit:’000 Currency: RMB
Bf: T BRE:ARE

At the end of last year

FEFEEHR
At the end Increase/
of the Decrease (%)
reporting After Before ZARIREHIR
period adjustment adjustment L EFE
R EH R AEE AEA  HARERE(%)
Total assets BEE 6,166,050.00 5,882,459.00 5,892,527.00 4.82
Equity interests PRB &R
(or shareholder’s equity) (kA% R %) 2,719,148.00  2,386,858.00  2,402,070.00 13.92
Net assets value BRFEEE ()
per share (RMB) 2.02 1.88 1.81 7.45
Corresponding period of last year
tFEH
Increase/
Decrease (%)
Reporting period After Before A EH
(January to June) adjustment adjustment b - [EH
HwEH(1-68) AERE FEA (%)
Operating profit EEFE 156,099.00 141,633.00 146,401.00 10.21
Total profit FlsasE 157,115.00 142,584.00 147,352.00 10.19
Net profit SEFE 110,585.00 93,030.00 96,225.00 18.87
Net profit after HBRSER 1T
extraordinary items B F ) 109,904.00 92,393.00 95,588.00 18.95
Basic earnings EAREkWE (T)
per Share (RMB) 0.08 0.07 0.07 14.29
Diluted earnings mEgkkE ()
per Share (RMB) 0.08 0.07 0.07 14.29
Return on net assets (%) FEEWEE(%) 4.07 3.90 413 Increase
0.17%
Net cash flow from KRB EE
operating activities e nE$58 54,528.00 118,181.00 118,181.00 -53.86
Net cash flow from operating &AL & /EENEE
activities per Share BVIR S MBI F 0.04 0.09 0.09 -55.56

RERAXBRROAFRADVO-_EZTLFEFTHERS
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(2) Extraordinary items

3)

Extraordinary items

Other non-operating income
and expenses save for

the above, net

Total

Significant differences between accounts prepared
under the PRC GAAP and Hong Kong Financial

FEEMBRIER

B Ll & IR 2 SN
HAith & 2SN S5

Reporting Standards ("HKFRS")

Net profit
Net assets

Ell)E
HEE

The net profit and net assets calculated in
accordance with the new corporation
accounting principles adopted this year are
the same as those calculated in accordance
with HKFRS.

Tianjin Capital Environmental Protection Company Limited ¢ 2007 Interim Report

(2) FREMBERBEMEH

Unit:"000 Currency: RMB

B Fr BE: ARE
Amount

o ]

681

681

(3) REFEARETRARETEUBHREE
AIM=28

Unit:’000 Currency: RMB
B T BE: AR

PRC GAAP HKFRS
EREAR BB
&t R A ¥ A A
109,374 109,374
2,834,048 2,834,048

AERATHERETER - BHIR
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lll. Changes in the Shares and Shareholders
(the “Shareholders”) of the Company

(I) Changes in the Share Capital of the Company

-
-

.3
L

LRAKRMAREER (K
DR B 'R

() RO BEERE

Before the changes Increase/reduction during the reporting period (+,-) After the changes
KREGH FREBRH(+ ) FREDR
Number Transfer of
Number of of new Bonus surplus to Number
Shares  Percentage Shares issued issues  share capital Others Sub-total of Shares  Percentage
Y& Atk BiTHR R MHEER At gt Y& At
(Unit: Shares) (%) (Unit: Shares) ~ (Unit: Shares) ~ (Unit: Shares) ~ (Unit: Shares) ~ (Unit: Shares) ~ (Unit: Shares) (%)
(Bl : %) % (Bh:R) (Bf:R) (Bl : ) (Bl : &) (Blz:%)  (BEL:R) (%)
|. Restricted circulating Shares — ERERHTERR
1. State - owned Shares 1 ERHk 797,152,609 5991 - - 66533005 66533005 730,619,604 5209
2. State-owned legal person Shares 2 BEEAER - - - - - - - - -
3. Shares held by other domestic entities 3 + ZtAZ R 38,485,000 2.89 — — — 38485000  -38,485,000 0 0
Including: A
Shares held by domestic BRFEEBENR - - - - - - - - -
corporate entities
Shares held by domestic BRBANRR - - - - - - - - -
natural persons
4. Shares held by foreign entities 4 SVERkK — - - - - - - - -
Including: A
Shares held by overseas BNEASR - - - - - - - - -
corporate entities
Shares held by overseas
natural persons ENBARNER - - - - - - - - -
I1. Non-restricted circulating Shares = ERERETRERD
1. RMB ordinary Shares 1 AREEER 155028410 11.65 - - 176988925 176988925 332,017,335 2367
2. Domestic listed foreign Shares 2 BAETRSER - - - - - - - - -
3. H Shares 3 Hik 340,000,000 25.55 - - - 0 0 340,000,000 2424
4, Others 4 Hft - — - - - - - - —
Total number of Shares Rireg 1,330,666,019 100 - - — 176988925 176,988,925 1,402,636,939 100
Approvals for the changes in the Shares RSB HHEER
1. On 20 April 2007, the 12 months lock-up period of the 1. 20075F4A208 » RREIBEREGERE

Company’s 105,018,005 restricted circulating A Shares expired,
and such shares were converted into non-restricted circulating
A Shares with circulating rights.

2. The non-restricted circulating A Shares of the Company have
increased by 176,988,925 shares, of which 105,018,005 shares
are converted into non-restricted circulating A Shares from
restricted circulating A Shares upon the expiry of the lock-up
period as mentioned above and the remaining 71,970,920
shares are due to the conversion from the Company’s A Share
Convertible Bonds.

AR 105,018,0050% 38 & 1218 A B8 - &
SrdE 2FAERESEHRBAK -

2. ApwBRE KSR B ARIE N

176,988,9250% + B kit 105,018,005
BERE KR BARE T BRES KB
BEEREREEERBARI - E&
71,970,9200% A AR ] 8 (5 5 B AR FTEL ©

RERAXBRROAFRADVO-_EZTLFEFTHERS
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(I1) Changes in the Shareholders (Z) RERBER

1. Number of the Shareholders and their shareholdings 1~ BRREEMHFRER
s AR AR R 425K

Total number of the Shareholders as at the end of the reporting
period

97,662 Shareholders, including 83 Shareholders holding H Shares 97,662 » EHHAKRES3F

8

Shareholdings of the top ten Shareholders A+aBRRFERER
Increase/ Number of Number of
Decrease restricted Shares
during the circulating pledged or
reporting  Shares held frozen
Nature of the Percentage Total number period BEERE B
Shareholders Shareholders of shareholding of Shares held 5 GERE RER
REEH RE#E BREAL BREY HREH kg2 k&g
(%) (Unit: Shares) (Unit: Shares) (Unit: Shares) (Unit: Shares)
W (R (BB (BB (BB
Tianjin Municipal Investment State-owned Shareholder 55.25 774,984,445 -22,168,164 730,619,604 Pledged
Company Limited ("TMICL") Bx R
RETHRAERAT 279,520,000
([FBRE])
HKSCC Nominees Limited Unknown 24.05 337,280,900 226,000 0 Unknown
FEPALE(REA)BRAT KA R
Zhou Jun Domestic Natural Person 0.29 4,096,094 4,096,094 0 Unknown
EE BRERA il
Shenyang Railway Bureau State-owned 0.25 3,500,000 0 0 Unknown
Economy Development Co,, Ltd. ~ EI&ZA A
EREERRERRALT
China Huadian Power Plant State-owned 0.18 2,557,596 0 0 Unknown
Equipment Engineering BEEA AA
(Group) Co., Ltd.
REEEELLS
I8 (&E) B8R
Wei Jianzhong Domestic natural person 0.17 2,425,859 2,425,859 0 Unknown
nER BRERA il
Yu Fei Domestic natural person 0.13 1,780,000 1,780,000 0 Unkown
T3 ERERA 3l
BOC - Harvest Bond Open-end Others 0.13 1,759,067 1,759,067 0 Unkown
Securities Investment Fund 4 R
PERT-REEFANA
Galaxy Securities Co. Ltd Others 0.11 1,500,000 0 0 Unknown
RERTESFEREELA £t 3!
BOC - Shanghai Shenzhen Others 0.11 1,475,604 1,475,604 0 Unknown
300 Index Securities Eftr A

Investment Fund
REIR{T-REER300
RYEFRERS

Tianjin Capital Environmental Protection Company Limited ¢ 2007 Interim Report



Shareholdings of the top ten non-restricted circulating

Shares Shareholders

Shareholders

BRREHE

HKSCC Nominees Limited

TMICL

Zhou Jun

Shenyang Railway Bureau
Economy Development
Co., Ltd.

China Huadian Power Plant
Equipment Engineering
(Group) Co., Ltd.

Wei Jianzhong

Yu Fei

BOC - Harvest Bond Open-end
Securities Investment Fund

Galaxy Securities Co. Ltd.

BOC - Shanghai Shenzhen
300 Index Securities
Investment Fund

BEPREE (RIEA) BRAF

MHIRE

B

G B
BRANT

hEEEEILER
T (M) #A5

% 5\% /ElE\

T3

RERT-REES

FRAESREES

BRI ESFARETAR

FEIERTT —ZEJER 300
EHELFNEES

At EERERTRBROBRRIERER

Number of the
non-restricted
circulating
Shares held
BEERERMY
REAROEE
(Unit: Shares)
(Ef7 - fig)
337,280,900
44,364,841
4,096,094

3,500,000

2,557,596

2,425,859

1,780,000

1,759,067

1,500,000

1,475,604

Type of Shares

A EE

H Shares
H A%

Ordinary Shares
AR E R
Ordinary Shares
AREE LB

Ordinary Shares
ARBEBK

Ordinary Shares
ARELBER

Ordinary Shares
ARBERK
Ordinary Shares
ARBERK
Ordinary Shares
ARBEER
Ordinary Shares
ARBERK

Ordinary Shares
AR E B

RERAXBRROAFRADVO-_EZTLFEFTHERS
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Notes on the connected relationship or parties acting
in concert among the above Shareholders

Of the 10 largest shareholders of non-restricted circulating
Shares, BOC — Harvest Bond Open-end Securities Investment
Fund and BOC - Shanghai Shenzhen 300 Index Securities
Investment Fund are both related to Harvest Fund Management
Co., Ltd. It is not certain whether there are any connected
relationships among other shareholders and not certain
whether they belong to concerted action persons under the
“Regulations regarding information management disclosures
on changes in shareholdings of listed companies”.

(1) According to the register of members of the Company as
provided by HKSCC Nominees Limited, those H Shares
held by it were held on behalf of various clients. There
was no client who owned 5% or more interest in the
total issued share capital of the Company.

(2) The top ten Shareholders are not strategic investors of
the Company.

(3) There are 2,725,000 A Shares which have been detained
by the Securities Registration and Settlement System due
to violation of settlement rules by the Southern Securities.

Tianjin Capital Environmental Protection Company Limited ¢ 2007 Interim Report
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Shareholdings of the Company’s restricted circulating
Shares Shareholder and the restriction conditions

Serial
No.
F

Names of
restricted
circulating
Shares
Shareholders
BRE
REHRE
B4 KRR AB

T™MICL
MRS

A

Number of
restricted
circulating
Shares held
FENER
ERHRE
R & E
(Unit: Shares)
(Ef7 : fg)

730,619,604

Listing and trading in
restricted circulating Shares

BREREROBALTRZER

Time Number
permitted of Shares
to be permitted
listed and to be listed
traded in and traded
the market in the market
aLm HETLER
R 5 & XERHEE
(Unit: Shares)
(Bfz : jg)
20 April 2008 66,533,005
2008 F4 A 20 H
20 April 2009 664,086,599

2009 F 4 A 20 H

RRARERERERBRORRERHUE
RIREHRMSE

Restriction conditions

REKHE

(1) All the A Shares of the Companyheld by TMICL shall
not be listed, traded or transferred within 12 months
commencing from the date of the implementation of
the Share Segregation Reform Proposal of the Company.

() FIBENARAIARBRNERESEREFRERZ
B REARFALETRSHEHEE -

(2) The total number of restricted circulating Shares sold
through the SSE shall not exceed 5% of the total
number of issued Shares within 12 months after the
expiry of the Restricted Period, while the total number
of restricted circulating Shares sold through the SSE
shall not exceed 10% of the total number of issued
Shares within 24 months after the expiry of the
Restricted period.

(2) ERVEAEBRAR  BRLXAARISHHER
- HEHEEARARNHEENLHIET @A
ATEERS 2T E_TOEARTHEEASZ
+o

RERAXBRROAFRADVO-_EZTLFEFTHERS

1



12

Changes in the controlling Shareholder and the actual
controllers of the Company

On 7 June 2007, the Company received a notice from TMICL,
the controlling shareholder of the Company, that as agreed by
the Tianjin Municipal Government, Tianjin Municipal
Engineering Bureau (holder of the State-owned assets of TMICL)
(“Tianjin Municipal Bureau”) will transfer the shares in
TMICL owned by it to Tianjin Infrastructure Investment Group
(“Tianjin Investment Group”).

Pursuant to the requirements under the “Company Law”,
“Securities Law”, “Administration Measures for Acquisition of
Listed Companies” and “Rules Governing the Listing of
Securities on the Shanghai Stock Exchange” of the PRC, the
related share transfer procedures are being processed. Upon
the completion of the present transfer of the State-owned
assets, Tianjin Investment Group shall directly own 100% equity
interest in TMICL, and become the actual controller of the
Company.

For details, please refer to the Shanghai Securities, Hong Kong
Wen Wei Po and The Standard dated 8 June 2007.

Tianjin Capital Environmental Protection Company Limited ¢ 2007 Interim Report
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Substantial Shareholders’ and other persons’ interests
and/or short positions in the shares and underlying
shares of the Company

As at 30th June 2007, the following entity, other than a Director,
Supervisor or chief executive of the Company, had interests and/
or short positions in the shares and underlying shares of the
Company as recorded in the register required to be kept under
section 336 of the Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong) (the “SFO”):

Number and

Name of Shareholder Capacity class of securities

g6 HEHERER
(Note 1)
(s%1)

REEM

Beneficial owner

BEmEA

TMICL
MHIE

774,984,445 Shares
(Including 730,619,604
restricted circulating

A Shares and
44,364,841
non-restricted
circulating

A Shares) (L)
774,984,445%
(B2%£730,619,604 0%
B R E M8 AR K&
44,364,841 R R &
&R BARR) (5 8)

20,736,000
H Shares (L)
20,736,000 f%
Hi& (47 2)

Mirae Asset
Global Investment
Management Limited

Investment Manager

WEKE

ISIS Asset Management Plc. Investment Manager 17,286,000

REKIE H Shares (L)

17,286,000 %

HEZ (F &)

HSBC Asset Management  Investment Manager 20,000,000

(Hong Kong) Limited B H Shares (L)

ELREER (B) 20,000,000 f%

BRAF HAL (4F &)

Note:

1. The letter “L” represents the entity’s long positions in the Shares.

Save as disclosed above, there is no person (other than a Director,
Supervisor or chief executive of the Company) who, as at 30th
June 2007, had an interest and/or a short position in the shares
and underlying shares of the Company as recorded in the register
required to be kept under section 336 of the SFO.

FTERRREMALRAERTRD KA
BROFHEER BRE

B ZE2007F6F30H © ATEE (KRQF
Ef EERERTERABRINREARL
A RABBR DR B RIE(GESF K
EIEG) (FEEME718) (HHFRH
E®Hl]) #3366 EFENZTLM LR
SRR R SRR

Approximate
percentage

in the total issued
share capital of
the Company

Approximate
percentage

in the relevant
class of securities

REBEZER RADBE#T
NBANEILE BRENVBNEIL
72.93% 55.25%
72.93% 55.25%
6.10% 1.48%
6.10% 1.48%
5.08% 1.23%
5.08% 1.23%
5.88% 1.43%
5.88% 1.43%
GEE

1. [FERIEZEBRBROTNGR -

B bt &SN - R20079E6 A30H - #HE A
T(RRFIES BEFdmaTRAER
SN A B B 1D AR BIRR 15 P ¥ B AR IR
BHE N EIENEIGIEREFENERL
sk gam Rk, S%E -
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(Ii1) A Share Convertible Bonds

Issue of the A Share Convertible Bonds

As approved by CSRC under document Zheng Jian Fa Xing Zi
[2004] No.100, the Company issued the A Share Convertible
Bonds in the sum of RMB1,200,000,000 on 1 July 2004, which
were listed on the SSE on 19 July 2004. The A Share Convertible
Bonds have a convertible term of five years from 1 July 2005 to
30 June 2009. The “Prospectus relating to the Issue of the A
Share Convertible Bonds” (the “Prospectus”), the “Notice of
Issue” and the “Notice of Listing” have been published on the
China Securities Journal, the Shanghai Securities and the
website of the SSE on 26 June 2004 and 10 July 2004
respectively.

Holders of the A Share Convertible Bonds during the
reporting period

()ARTEEZFER

1 »

ARTTEBSHBRTER

ARBIREFEEEE (FERTTE
[20041100%%) SCHF4Z O + 72200457 A1
HETARBI2EITARATEES - TR
2004F7R19BE EXFTEER S « EE
HIPR 5F - ©E X B3 A 2005 7H 1A &
2009F 6 300 ° AR A (EITAR AT
BRABEFEETHE) ([EEHSA
Z]) (BAI2ASFEMALEE)ES
Al FI & 7 200496 A 26 B M7H 10A &9
(CREZEHR)  (LEFHFHR) R ERA
4Bk o

BEMARTEESFEARR

Number of holders of the A Share Convertible HIRAR AT EH A A 168
Bonds as at the end of the reporting period 168
The top ten holders of the A Share Convertible Bonds: AT ZARATEESFHEABRLNAT
Amount held at
the end of the Approximate
Holders of the A Share Convertible Bonds reporting period percentage
ARTEESFSEEAEE HREEHRE BE
(RMB) (%)
(AR#%T)
ICBC - HKR Convertible Bonds Mixed R TRgiRyT — EE R E(E
Securities Investment Fund RATEANERES 19,270,000 1.61
Ping An Insurance (Group) PEFRRE (£EH)
Company of China, Ltd. D BRAE 11,475,000 0.96
ICBC — GTJA Allianz Desheng Small P TRgaRe T — BB &
Scale Securities Investment Fund B/ NEIFIEFEFINEES 10,444,000 0.87
International Finance — Charter — REE— BT —
CITIGROUP GLOBAL CITIGROUP GLOBAL
MARKETS LIMITED MARKETS LIMITED 9,610,000 0.80
Tai Ping Life Insurance Co., Ltd. KEASREERAT] 8,499,000 0.71
Bank of Communications — RIBIRIT —ELEF|
Hua An Bao Li Securities EFHFREES
Investment Fund 7,084,000 0.59
BOC - Harvest Bond Open-end PERIT-REES
Securities Investment Fund FARAEHREEES 5,464,000 0.46
National Social Insurance Fund 2EMRES T REE
206 Package 5,260,000 0.44
National Social Insurance Fund 2EMRES T 44
202 Package 5,000,000 0.42
BOC - Jiashi Service Increment FEIRTT— R ERS
Industries Security Investment Fund BETEFFLEES 3,951,000 0.33
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3.

Changes in the A Share Convertible Bonds during the
reporting period

Prior to
the current
changes

FRBEA

A Share Convertible Bonds ABRAEES 372,062,000
Accumulated share conversion of the A Share

Convertible Bonds during the reporting period

As at the end of the reporting period, A Share Convertible
Bonds in the sum of RMB277,810,000 were converted into
the A Shares of the Company, and the number of Shares
converted during the reporting period was 71,970,920 Shares.
As at the end of this reporting period, the aggregated number
of Shares converted was 72,636,939 Shares, representing
5.46% of the total number of Shares issued by the Company
before conversion. There were A Share Convertible Bonds in
the sum of RMB94,252,000 that have not yet been converted
into Shares, representing 7.85% of the total number of A Share
Convertible Bonds issued.

Adjustments in the conversion price

Following the implementation of the profit appropriation plan
of distributing RMB1.00 in cash for every 10 Shares in 2004,
pursuant to the relevant provisions in respect of adjustments
to the conversion price as set out in the Prospectus, adjustments
were made to the conversion price on 28 July 2005, and the
conversion price of the A Share Convertible Bonds was adjusted
from the original RMB7.70 per Share to RMB7.60 per Share.
For details, please refer to the announcements published on
the Shanghai Securities, Hong Kong Wen Wei Po and The
Standard on 22 July 2005, website of CSRC at http://
www.sse.com.cn, and website of the HKSE at http://
www.hkex.com.hk.

3

BEHARTEESZ2BER

Unit: Dollar Currency: RMB
Bfi:nu ®WE:AR®E

Increase/reduction in the current changes After

KREHEH the current

Conversion Redemption Sale back changes

R BE mE  FREBR

277,810,000 — — 94,252,000
4~ BEHARTEES ZTERIER

HIFARIRERR 0 2H277,810,0000T A
REHARRBITHARAEESER AR
NAERE - ANHEE R 205 71,970,920
f% - R2tEREA72,636,9390% © Rt
AT BLERR AT A A R B BTN BN
5.46% : 157 94,252,0007C A R ¥ &AM
AEESRER  RERGARATEES
BHITHERT7.85% ©

BRESERXARER

RAFEHE2004F EB10RIKEFR 2
1.00CARBHSEE ST RE - BIBEEEH
HEERERABRHEBRBRTE - XAARN
2005F7H 28 AREEREK - ARRAH
BEHFMERELHRANERARKE
7TIOTHERERARKET760T (5 R
2005 7H228 - K LBEFR) - BE
(XX FERY F1{The Standard) : [ & &
R TE R E RS  htpy
www.sse.com.cn * B 32 BT 2 B B 49 48
#E : http://www.hkex.com.hk) °
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As 20 trading days have lapsed since the commencement of
the conversion period of the A Share Convertible Bonds (i.e.
from 1 July 2005 to 28 July 2005),and due to a continued
downturn in the stock market, the conversion price of the A
Share Convertible Bonds have been maintained at the level
lower than 80% of the conversion price. Therefore, pursuant
to the special provision regarding adjustment to the conversion
price as set out in the Prospectus, the conversion price of the A
Share Convertible Bonds was approved to adjust downward
by 20% by the Board (i.e. a downward adjustment from
RMB7.60 to RMB6.08). Pursuant to the relevant provisions
regarding adjustments to the conversion price as set out in the
Prospectus, the conversion price of the A Share Convertible
Bonds was adjusted on 1 August 2005, and the adjusted
conversion price was RMB6.08. For details, please refer to the
announcements published on the Shanghai Securities , Hong
Kong Wen Wei Po and The Standard on 29 July 2005, website
of CSRC at http://www.sse.com.cn, and website of the HKSE
at http://www.hkex.com.hk.

As the price of the Company’s A Shares have been continuously
lower than 80% of the conversion price of the A Share
Convertible Bonds during the period from 1 August 2005 to
30 December 2005 (during such time, the conversion price of
the A Share Convertible Bonds was RMB6.08), which triggered
the provisions regarding the adjustment to the conversion price
of the A Share Convertible Bonds as set out in the Prospectus,
the Board decided to make downward adjustment of 19.90%
to the conversion price of the A Share Convertible Bonds (i.e.
a downward adjustment from RMB6.08 to RMB4.87). Pursuant
to the relevant provisions regarding adjustments to the
conversion price of the A Share Convertible Bonds as set out in
the Prospectus, the conversion price of the A Share Convertible
Bonds was adjusted on 9 January 2006, and the adjusted
conversion price was RMB4.87. For details, please refer to
announcements published on the Shanghai Securities, Hong
Kong Wen Wei Po and The Standard on 6 January 2006, website
of CSRC at http://www.sse.com.cn, and website of the HKSE
at http://www.hkex.com.hk.

From 7 March 2006 to 22 May 2006, the price of the
Company’s A Share has triggered the provision regarding the
adjustment to the conversion price of the A Share Convertible
Bonds as set out in the Prospectus, the Board decided to make
a downward adjustment of 19.92% to the conversion price of
the A Share Convertible Bonds (i.e. a downward adjustment
from RMB4.87 to RMB3.90). Pursuant to the relevant provisions
regarding the adjustments to the conversion price of the A
Share Convertible Bonds as set out in the Prospectus, the
conversion price of the A Share Convertible Bonds was adjusted
on 24 May 2006, and the adjusted conversion price of the A
Share Convertible Bonds was RMB3.90. For details, please refer
to the announcements published on the Shanghai Securities,
Hong Kong Wen Wei Po and The Standard on 23 May 2006,
website of CSRC at http://www.sse.com.cn, and website of
HKSE at http://www.hkex.com.hk.
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Following the implementation of the profit appropriation plan
of distributing RMB0.40 in cash for every 10 Shares in 2005,
the conversion price of the A Share Convertible Bonds was
adjusted from the original RMB3.90 per Share to RMB3.86 per
Share. Pursuant to the relevant provisions in respect of
adjustments to the conversion price as set out in the Prospectus,
adjustments were made to the conversion price of the A Share
Convertible Bonds on 31 July 2006 and the adjusted conversion
price of the A Share Convertible Bonds was RMB3.86. For
details, please refer to the announcements published on the
Shanghai Securities, Hong Kong Wen Wei Po and The Standard
on 25 July 2006, website of CSRC at http://www.sse.com.cn,
and website of HKSE at http://www.hkex.com.hk.

Following the implementation of the profit appropriation plan
of distributing RMBO0.40 in cash for every 10 Shares in 2006,
the conversion price of the A Share Convertible Bonds was
adjusted from the original RMB3.86 to RMB3.82 per Share.
Pursuant to the relevant provisions in respect of adjustments
to the conversion price as set out in the Prospectus, adjustments
were made to the conversion price of the A Share Convertible
Bonds on 2 July 2007 and the adjusted conversion price of the
A Share Convertible Bonds was RMB3.82. For details, please
refer to the announcement published on the Shanghai
Securities, Hong Kong Wen Wei Po and The Standards on 26
June 2007, website of CSRC at http://www.sse.com.cn, and
website of HKSE at http://www.hkex.com.hk.

As at the end of the reporting period, the latest conversion
price of the A Share Convertible Bonds was RMB3.86. Whereas,
as at the date of this report, the latest conversion price of the A
Share Convertible Bonds is RMB3.82.

The guarantor of the A Share Convertible Bonds

The A Share Convertible Bonds was guaranteed by Tianjin
Branch of China Construction Bank.

Other information of the A Share Convertible Bonds

The closing prices of the Company’s A Share for the 20
consecutive trading days from 1 July 2005 to 28 July 2005
were lower than 70% of the conversion price of the A Share
Convertible Bonds (which was RMB7.70). Pursuant to the
Prospectus, the Company’s A Share Convertible Bonds have
triggered the provision for the sale back of the A Share
Convertible Bonds to the Company as set out in the Prospectus.
Holders of the A Share Convertible Bonds applied for the sale
back of their A Share Convertible Bonds through the transaction
system of the SSE from 5 August 2005 to 11 August 2005,
with accumulated sale back amount of 8,239,020 A Share
Convertible Bonds. The price for the sale back of the A Share
Convertible Bonds was 102% of the nominal value of the A
Share Convertible Bonds (i.e. RMB102 per A Share Convertible
Bond). Upon completion of the sale back, there were still
3,760,980 A Share Convertible Bonds outstanding.

RABIEH2006F E B 10K ER €
0. 40T AR DEL T EE - ARATE(E
FHERERBARRNERAREI 0T
FEARERARKEIS6TT - REESHHA
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#HREK A3 8T AR o (FFR20064F
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HE ¢ http://www.hkex.com.hk) ©
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ERERR382TT AR - (FR20065F
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Pursuant to the “Implementation Method of the Issue of the
Convertible Bonds by Listed Companies” and the “Rules
Governing the Listing of Securities on the SSE”, the remaining
A Share Convertible Bonds, which has not been sold back to
the Company, will continue to be traded on the SSE.

As at 30 June 2007, the A Share Convertible Bonds had been
issued for three years. Pursuant to the relevant provisions as
set out in the Prospectus, the Company paid interests at the
rate of 3.76% p.a. to those holders of the A Share Convertible
Bonds (as at the closing in the SSE on 29 June 2007). For details,
please refer to the relevant announcements published in
Shanghai Securities , Hong Kong Wen Wei Po and The Standard
on 26 June 2007.

In the 7th meeting of the Fourth Board of the Company held
on 30 July 2007, the Board accepted and approved the
“Resolution regarding redemption of the Company’s A Share
Convertible Bonds”. Pursuant to the Prospectus and the relevant
requirements under the “Administrative measures on the issue
of securities by listed companies” and “Rules Governing the
Listing of Shares on Shanghai Stock Exchange”, the Company
decided to exercise the redemption right of the A Share
Convertible Bonds, to fully redeem all the outstanding A Share
Convertible Bonds after the close of trading on the Registration
Date of Redemption (27 August 2007). For details of the
redemption of the A Share Convertible Bonds, please refer to
announcements regarding redemption of the A Share
Convertible Bonds published by the Company on 31 July 2007,
1 August 2007 and 2 August 2007 respectively.
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Iv.

(U]

an

Directors, Supervisors, and the Senior
Management

Changes in the shareholding of the Directors, Supervisors
and Senior Management

There was no change in the shareholding of the Directors, Supervisors
and Senior Management during the reporting period.

Directors’, Supervisors’ and the Company's chief executives’
interests and/or short positions in the shares, underlying
shares and debentures of the Company or its associated
corporations

As at 30th June 2007, the interests and/or short positions of the
Directors, Supervisors and chief executives of the Company in the
shares, underlying shares and debentures of the Company or its
associated corporations (within the meaning of Part XV of the SFO),
which would have to be notified to the Company and the Hong
Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO, or which were required, pursuant to section 352 of the
SFO, to be entered in the register referred to therein, or otherwise,
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers, to be notified to the Company and the Hong Kong
Stock Exchange were as follows:

The Company/

name of
associated
corporations
Name b NN Capacity
HE HEEEEB &1
Director
B
Wang Zhanying The Company Beneficial
FhE PiN/NE] owner
ERBEBA
Supervisor
Ex
Nie Youzhuang The Company Beneficial
ELE =R RAT] owner
BmlEAA
Note:  The letter “L” represents the person’s long positions in the shares, underlying

shares and debentures of the Company or its associated corporations.

nEF ESHSREEA
g

(—) EE EENSREBAEERED
BEHNARRFAESE  EF -  SREEASR

BARFEEZ -

(D) ARRAES  EEREETBRAERAR
AINHEMEBEEZERS - HERORES D
HEER KR

MR2007F6A30H » KARAFEE - EENHD
THABRARGSEREEE (EX BES
FHAE B EXVED) B9 ~ MR 1D RET
BEFHEREBANPERAEXNVIEFETIR
8pEAME AN E M X Tk (BEES
LEHEGOREEXEABEENERERAK
2) 0 AEREES R EEEMIEI52E0 8RN
ZAEBIFTIEM B M R - sARE L™
BRAEE(ETRARESTETE SRR S NIZE
SPRI) Ee A 2 F) M B R BT e (] i s BOA A
LUl

Approximate
percentage

in the total issued
share capital

of the Company/

associated

corporations

Number RARATF,

and class ABEEE

of securities ERITERATEN

EHFHERER BHABE DL
(Note)
(Krat)

6,850 0.00049
domestic
Shares
(non-restricted
circulating Shares) (L)
6,850 fRNE %
(EREEERBRG,)
(5F8)

959 0.00007
domestic
Shares

(non-restricted
circulating Shares) (L)
959 lRNE IR
(ERE R mBRG)
(5F2E)

Wtax - FEIHFEIBIERARALEIEBEERD - 18
FARR (0 RAE T B 5 AV B ©
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Save as disclosed above, none of the Directors, Supervisors or chief
executives of the Company, who, as at 30th June 2007, had any
interests or short positions in any shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO), which would have to
be notified to the Company and the Hong Kong Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO, or which were
required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein, or otherwise, pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers, to be
notified to the Company and the Hong Kong Stock Exchange.

(I11) Recruitment or removal of the Directors, Supervisors and

Senior Management

There was no recruitment or removal of the Directors, Supervisors
and Senior Management during the reporting period.
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V.

Directors’ Report

() An overview of the overall operations of the Group

(m

during the reporting period

During the first half year of 2007, the Group recorded an income
from principal operations of RMB474,882,000, representing an
increase of 29.40% over the corresponding period of 2006. The
increase in income from principal operations was mainly attributable
to the increase in both the Group’s processed sewage water and
sewage water processing business by 49.97% and 32.42%
respectively over the same period last year. During the reporting
period, the Group recorded a net profit of RMB110,585,000,
representing an increase of 18.87% over the corresponding period
of 2006.

Scope of the principal businesses of the Group and its
operations

1. Description of the principal businesses of the Group

The principal businesses of the Group are: the construction,
design, management, operation, technological consultation
and auxiliary services of sewage water treatment plants and
their related infrastructural facilities; the construction, design,
toll collection, repair and maintenance, management,
technological consultant of toll roads and auxiliary services in
relation to the operation of the South-eastern Half Ring Road
of the Middle Ring of Tianjin, Tianjin City Indebted Road
Construction for Vehicle-passage Toll Collection Office and their
related auxiliary facilities; the development and operation of
environmental protection technology and products.

2. Operations of the principal businesses

(1) Sewage water processing business

The Group’s sewage water processed in first half year of

- REHAEEEAE

EEEER

2007 LHF - REHEERITEEBRAAR
# 47,488.208 JT © ¥ 20064 & EH 1 0 T
29.40%  TEEBRABREIZEZANEAE
ESKEEEREFRBAELENI.97% -
VEKERIE AR EF R EIIE IN32.42% ©
WEA - AEBEERFMNEARE11,058.5
BT BR2006F [RHAE K 18.87% °
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(1) BKREEER
2007F L FEAKESKEHEE

2007

Unit: ‘0000 cubic meters
B - K

Increase/

decrease over the

corresponding

First half First half period of last

year of 2007 year of 2006 year (%)

20075 L¥F 2006F L ¥ F Elg:p7]

Tianjin District KR 17,047.30 14,723.00 15.79%

Companies in other cities SMNBAT] 9,228.61 2,797.96 229.83%

Total = 26,275.91 17,520.96 49.97%
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(a) Sewage water processing business in Tianjin District

During the reporting period, the four sewage water
treatment plants in Tianjin District had processed
15.79% more sewage water over the same period
last year, of which the sewage water processed in
Jizhuangji Sewage Water Treatment Plant and
Xianyanglu Sewage Water Treatment Plant, which
had both expanded their water collection areas,
increased by 11.32% and 32.1% respectively. In
addition, in comparison with the corresponding
period of last year, the sewage water volume
processed in the five-month period by Beicang
Sewage Water Treatment Plant was included in the
reporting period (Beicang Sewage Water Treatment
Plant commenced production of standard-level
water from June 2006).

During the reporting period, the Group’s four
sewage water treatment plants in Tianjin District
received a total income of RMB329,013,000 from
the operation of processing sewage water,
representing an increase of RMB44,861,000 or
15.79% over the corresponding period of last year.

(b) Sewage water processing business by companies in
other cities

In the second half year of 2006, the volume of the
processed sewage water of the subsidiaries in other
cities increased by the volume treated by the three
sewage water treatment plants, namely Honghu,
Baoying and Hangzhou, which all commenced
commercial operation from the second half year of
2006. During the reporting period, the subsidiaries
in other cities processed 92,286,100 cubic meters
of sewage water in aggregate, representing an
increase of 229.83% over the corresponding period
of last year.

(2) Recycled water business

During the reporting period, sales of recycled water by
the Group were 1,367,700 cubic meters in aggregate,
representing an increase of 727,700 cubic meters or
113.70% over the corresponding period of last year. Such
increase over the same period last year was due to the
increase in both the number of users and water
consumption.
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(3) Tap water business (3) BHKERB
The Group's tap water business maintained a steady NEE B RKER =+ F 58 KAK
growth to achieve a water supply of 16,552,300 cubic £1,655.238 75K - th EF R H#
meters, representing an increase of 7.76% over the ERT7.76%  RIEFETELSERD
corresponding period of last year. REEL o
(4) Toll collection business (4) ERKEBXED
In the first half year of 2007, the Group’s toll collection 2007 L4 - REBEBERIKREETR
business realized an income of approximately ERIMAARKES 4888 T« b EF
RMB34,880,000, representing an increase of 5.87% over R HIE £ 5.87% ° AN 2 A1 #£ 20034
the corresponding period of last year. Since the change TRATEBEBERKEEAEZAZIEK
of toll collection arrangement to subcontracting toll BLAK  WABRERFERE - R¥
collection on 1st July 2003 by the Company, incomes FEEREL -
from toll collection have been stable, and there has been
no major changes.
3. The principal business by industry 3 FEEBHITEBERE
Increase/
decrease of Increase/
decrease of  decrease of
operating operating Profit
income as cost as margin as
compared compared compared
over the over the over the
corresponding corresponding corresponding
By industry or Operating Operating Profit period of period of period of
by products income cost margin last year last year last year
PITE EXWAL  ERAAN ENRRLF
TER EELON EEES ENE LERBMER LERBER fe) 9 42 R
(RMB'000) (RMB'000) (%) (%) (%) (%)
AEETT) (ARETT) (%) (%) (%) (%)
By industry ikhE S
Sewage water
processing
business KRB ER 410,799 175,734 57.22 32.42 66.83 -8.82
Road and toll
collection
business BRRIE R 34,880 7,634 78.11 5.87 81.12 9.1
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4. Principal business by geographical locations 4 FEEBOMEIERE

Increase/

decrease of

operating

income as

compared over

last year

Operating income EEWA

Regions ith & EERA b £ F IR
(RMB’000) (%)

(AR#TFT) (%)

Tianjin RE 379,725 19.75
Guizhou I 15,697 20.23
Yunan Qujing ErAfh S 20,490 8.3
Anhui Fuyang ZHERS 12,217 66.22
Jiangsu Baoying TEREE 5,068 Not yet commenced

commercial operation in

the corresponding period

of last year

LERBARBEES

Hubei Honghu L 3,747 Not yet commenced
commercial operation in

the corresponding period

of last year

LERPARBEES

Zhejiang Hangzhou AT AN 37,835 Not yet commenced
commercial operation in

the corresponding period

of last year
TERAREEES
(1) Investments of the Company (Z) X RAREBR
1. Utilisation of the proceeds 1 BEEBEeFEABR
Proceeds raised from the issue of the A Share Convertible Bonds RRAFPR2004F BBEITARFTEESS
by the Company in 2004 amounted to RMB1,165,390,000. In £E4& ARM1,165,390,0007T ° 20054
August 2005, the sale back of the A Share Convertible Bonds 8A  AARAKRAIEESEEES R
to the Company accumulated to RMB823,902,000, and the Bl & A R #823,902,0007T © ARR A] 85 (&
balance of the proceeds from the A Share Convertible Bonds HHEEEDHRTEAKRE341,488,0007T °
amounted to RMB341,488,000. At the end of the reporting KIFEHKR  EEESERFERARE
period, an aggregate of proceeds of RMB273,090,000 has been 273,090,0007C © H AR F F B B
utilised, of which RMB32,450,000 was utilised during this year. 32,450,0007T * MARFEAEEE LT
The unutilised amount of RMB68,398,000 will continue to be 68,398,0007T * HEBEIR AT EE 2K
invested in the projects committed. FEIEE E o
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Utilisation of the proceeds in the committed projects

Name of the Intended Any
committed investment change in
project name amount  the project
RFEEER BRAEE RAYEHEA
Xianyanglu Sewage 620,000,000 No
Water Treatment &
Plant Project
GRS KRER
TRIER
Jizhuangzi Sewage 321,000,000 No
Water Treatment Plant T
(expansion) Project
(including sewage
water discharge
project around the
south-eastern
rural areas)
BETRKEER
(BR) IR (RRES
—HHKIR)
Beicang Sewage Water 149,900,000 No
Treatment Plant Project &
tETKRERTIZER
Total 1,090,000,000 -
At

Actual
invested
amount

BERRARE

123,720,000

73,720,000

75,650,000

273,090,000

BEELAGBERBR

Unit: dollar Currency: RMB
Bl r R ARKE

Revenue
derived

EEUERER

Progress of
the project
HREE

Various acceptance inspections —
have been basically completed.
Trial operation of the project have
been conducted, and water
discharged met the qualified
requirements, currently project
completion account finalising is
being conducted.
BRNEERRTIEEERTA «
REEEHET LEMKKE
At BAILAETERS
RTRETfE-

Various acceptance inspections —
have been basically completed.
Trial operation of the project have
been conducted, and water
discharged met the qualified
requirements, currently project
completion account finalising is
being conducted.
BANRERNIECERTR -
BREEHET  LAMKE
Atk BREAETER
RTREIfE-

Various acceptance inspections —
have been basically completed.
Trial operation of the project have
been conducted, and water
discharged met the qualified
requirements, currently project
completion account finalising is
being conducted.
BENEERRTIEEERTA «
BREEAET LRNOKE
Ak« BREAEETER
RTRETLHE-

REAXBRROERAT & =

Compliance  Compliance
with with expected
schedule revenue
RERNE RENA

HEE Bt

No —

=
=}

No —

]

Yes —

Am
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Explanation for not complying with the progress and revenue
as scheduled:

Due to reasons such as the explosion of Severe Acute Respiratory
Syndrome (i.e. SARS) in 2003 and the complicated purchasing
procedures for foreign banks, which resulted in the delay in
the progress of the above projects as compared to those as
stated in the Prospectus. The projects subsequently progressed
smoothly without further delays. Since the preparation of the
final accounts of the projects has not been completed, currently
the sewage water processing service fees is charged in
accordance with the “Sewage Water Processing Interim Service
Agreement” entered into between the Company and Tianjin
Sewage Water Company, and thus such revenue could not be
compared with those as set out in the Prospectus.

Major investment made out of funds other than proceeds raised
from subscription

During the reporting period, the Company contributed
RMB48,000,000 for incorporating a wholly-owned subsidiary,
Wengdeng Capital Water Company Limited (“Wengdeng
Capital”) at Wengdeng, Weihai, Shandong. Wengdeng Capital
will acquire Phase | Project of Wengdeng Sewage Water
Treatment Plant and obtain its licensed operation at a
consideration of RMB120,000,000. Phase | Project of
Wengdeng Sewage Water Treatment Plant has a treatment
capacity of 40,000 cubic meters per day, and the term of
licensed operation will be for 30 years. Drafts on the “Assets
Transfer Agreement” and “Licensed Operation Agreement”
have been entered into with Wengdeng Environmental
Protection Bureau and Wengdeng Municipal Construction
Bureau, and the Company is making efforts to get the formal
agreements executed at the earliest possible.

During the reporting period, the Company invested in the
construction of Beichen Recycled Water Plant. The total
investment of Beichen Recycled Water Plant is RMB96,000,000,
of which RMB1,200,000 was effectively invested in the
reporting period. Beichen Recycled Water Plant has a
constructed capacity of 20,000 cubic meters per day to supply
water in the Beichen New High-tech Development Area, and
is expected to be completed at the end of 2008.

Future plan for material investments or capital assets

Save for the investment mentioned above, the Company does
not have any future plan for material investments or capital
assets in the second half year of 2007.
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(IV) Indebtedness, changes in credit facilities and cash

V)

repayment arrangement for the future years

As at the end of the reporting period, the gear ratio of the Group is
54.04%. The credit position of the Company was good. The
Company has a strong repayment ability. On 1 August 2007, the
Company issued an announcement regarding the mandatory
redemption of the A Share Convertible Bonds issued by the Company
which have not been converted into A Shares before 28 August
2007. The amount which may incur on the redemption of the A
Share Convertible Bonds may be funded by the Company’s internal
capital or bank facilities.

Liquidity and financial resources

There were no seasonal changes in the Group’s borrowings
requirement. As at 30th June 2007, there were no outstanding bank
loans and interests nor repayable upon maturity. Details of the bank
borrowings of the Group are stated in the notes to the condensed
consolidated financial statements for the six months ended 30 June
2007 of the Company.

In accordance with the Accounting Report prepared in accordance
with the PRC GAAP, as at 30 June 2007, the gearing ratio was 54.04%.

(VI) Foreign exchange risk

Main receivables and payable items of the Group are denominated
in RMB. Therefore, there is no material impact on the Group’s
operation resulting from the fluctuations in foreign exchange rates,
and there was no hedge activity made in respect of the foreign
exchange risks.

(VII)Employee and Emolument Policy

As at 30 June 2007, the Company had 521 employees. During the
reporting period, remuneration paid to staff of the Company was
approximately RMB 16,919,000. The Company determined the
income of the management in accordance with their management
skills, the content of the management work completed, the risk and
responsibility borne by the management and corporate economic
effectiveness. The Company adopted a salary-point system for wages.
For operating staff, their incomes were determined in accordance
with their skill level, labour intensity and difficulty and corporate
economic effectiveness. Wages were paid according to their posts
and skills.

(m) AAFWEERR BEEELBERARER

REEBENRSRH

HEAREHRR AEBEEEAEBEXAR
54.04% o RAREFBERRL - EBERH
BEEESN - A AAR2007F8A1HEMAQ
& WARRRIEITHMN2007F8 A28 A pI A&
BEAEBRENARTEES B ETRGE
] o #HA A GEE A AR ] BB E A IE R A -
EBAARABESHRITEEES I -

~

RBETRMBER

TEBNEETSWESTHUEEE - H2007F
6A308 « BIEE B Hm M KB EIBITER
EFE - BEREENERITEEFBRNARD
B E2007F 6 308 AL A B B HRER M
G

REFECESFTEINMRENS RS - B
2007F6A30HEEBEXA54.04% °

(R) ShEs 5 12 EL B

AEENEERKKENRBEHRAAREE
BBt AEEZEFELESERNEHNE
AT E - BYER SNSRI E T a1
I

(b)) BERMEEX

HZEH2007F6A308 © AR AIERE 1521
Z o RREHMA - INARFREBINES A5
HNBARME1,691.98TL - AARHNERE
RIEEEEREE  TROEBEIERD - AE
MNEBETRBRRDSELCESSETHBRA
BEOHIHIE  HRRIEEE TREBEE
K - BEREREE A RN KBS
MEEHWA - BEITEMEELE -
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(Viil)Industry Analysis and Operation Plans of the Company for

the Second Half of the Year

The “11th Five-year Plan” of the PRC is aimed at “Constructing a
Saving and Environmentally Friendly Society” as its basic national
policy. At the same time, it proposes the concepts of “Devoting
Major Efforts to Develop a Revolving Economy” and “Stepping Up
Efforts in Environmental Protection”. Unprecedented emphasis has
been placed on environmental protection and resources
conservation, creating important development opportunities for the
development of the water industry in the PRC. Following
marketization for a couple of years, inter-industrial attraction and
horizontal extension of technological connectivity to the industrial
chain, and the consolidation of the water service industry have
become the major development direction of the industry. Operation
management capability, technological application and development
capability and risk control capability have become key factors to
succeed in the water service industry.

The prospects for the future development of the Company and the
operation plan for 2007 have been explained and described in detail
in the 2006 annual report of the Company. In the second half of the
year, the Company will continue to implement its planned operation
plans, strengthen the market development, completing the Group'’s
internal management system and regulate its operations so as to
fully leverage on its edge in expertise, and thereby laying a solid
foundation for the Company’s strategic development target.

(I1X) Contingent liabilities

(X)

The Group did not have any significant contingent liabilities as at
30 June 2007.

Rights of Debt

As at 30 June 2007, pursuant to the “Sewage Water Processing
Agreement” and the “Sewage Water Processing Interim Service
Agreement” and “Sewage Water Plants Fee Agreement” entered
into between the Company and Tianjin Sewage Water Company,
total receivables and long-term receivables of the Company from
Tianjin Sewage Water Company amounted to RMB996,354,765.92,
approximately 6.18% of the total market capitalization of the
Company as at 30 June 2007. Tianjin Sewage Water Company is a
State-owned enterprise and under the supervisory control of Tianjin
Municipal Bureau, and is a connected person of the Company.

(XI) Charge on assets

The Group did not charge any assets of the Company or its
subsidiaries as at 30 June 2007.

(XIl) Acquisition and disposal of subsidiaries

During the reporting period, the Company did not acquire or dispose
any of its subsidiaries.

(V) FEAHRAATTEEEEHBER

TEE+—ERLFRESERENOE - RIR
Rt g [ERAEARBEE - WIRHEIKRNHE
REREHIMIMARERESE] - RER
ENERFREZD THMABNER - ATE
KBTENBREHRTEEZNERKLE - K8
EENTHER - KIBETRRSI DMK
56 2 A EE SE SR AL M AE R - A ROKTS —BEILRN B
TEIZHRTM  BEEEREN  RER
HFIERE N AARIESIBE NE LK BKIEITE
MERKIIES -

BRANEARRERRER2007F &L &ETE
EAETE2006F FEREFIE T AR
it NHF - RRRIBEERITRIENL BT
Bl NSRBI TEEERNBEEE
R RESEE  BERCEADAINIEEED
ABRARRNBHREEIZETER -

~

HAREME

200766 A308 © ANEE W B EKHA
aE-

() &

H E2007F6H30H - {KIEARR A EKETHE
KABEBENCTKEE R H) MCOFKE
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V1. Major Events

(I) Corporate governance of the Company

During the reporting period, the Company strictly complied with
the requirements under the Company Law, Securities Law of the
PRC, the relevant rules and regulations of the CSRC, the provisions
under the relevant listing rules of SSE and the “Code on Corporate
Governance Practices” as set out in the Appendix 14 to the Rules
Governing the Listing of Securities on the HKSE (the “Listing
Rules”). The Company devoted a lot of effort to improve its
corporate governance structure and established a contemporary
corporate system so as to standardize the operation of the Company.

Pursuant to the “Code on Corporate Governance Practices” as set
out in the Appendix 14 to the Listing Rules, the Company has made
detailed disclosures on the Company’s corporate governance in the
section headed “Corporate Governance Report” in the Company’s
2006 Annual Report. The Board is of the view that during the
reporting period, the Company has complied with all code provisions
stipulated in the “Code on Corporate Governance Practices” as set
out in the Appendix 14 to the Listing Rules.

Pursuant to the relevant requirements of SSE, in order to regularize
the Company’s information disclosures, the Company has made
amendments to the “Management System on Information
Disclosures”, and published the amended “Management System
on Information Disclosures” on the website of SSE and the Company’s
designated website for information disclosures of H Shares www.ifn/
ir/tjcep.com on 29 June 2007.

The Company authorizes the secretary to the Board and securities
affairs representatives of the Company to disclose information, handle
visits and enquiries from the Shareholders and visitors, and report
the relevant matters to the relevant supervisory authorities in a timely
and accurate manner. During the reporting period, the Company
held 4 Board’s meetings pursuant to the Articles of Association and
the Rules Governing the Procedures of Meetings of the Company.
Out of the 4 Board meetings held, Ms. Ma Baiyu and Mr. Tan Zhaofu
were absent from the Second Meeting of the Fourth Board held on
18 April 2007 due to business affairs, and have authorised Mr. Gu
Qifeng to attend and vote as their representatives. Mr. Gao Zongze,
an independent non-executive Director, who was on business trip,
authorised Mr. Wang Xiangfei, an independent non-executive
Director, to attend and vote as his representative. Save for the above,
in the other three Board meetings, all 9 Directors attended and voted
in the meetings. Independent non-executive Directors did not make
any objection against the proposals and issues as considered in the
Board meetings during the reporting period. During the reporting
period, the Company has held one shareholders’ general meeting,
being the 2006 Annual General Meeting held on 8 June 2007.

The meeting (for reviewing the 2007 interim results) of the Audit
Committee and the Fourth meeting of the Fourth Supervisory
Committee were held on 14 August 2007 to consider and approve
this Interim Report.

N EEER

(D) ARFEENER

BEHAAR - ARBBERBBPBECRFER)
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() Implementation of the profit appropriation plan during

the reporting period

In the 2006 Annual General Meeting, the 2006 profit appropriation
plan was considered and approved. The Company made a payment
of RMBO0.04 (including tax) in cash per Share to holders of domestic
Shares and RMB0.04 (equivalent to HK$0.0408) per Share to holders
of H Shares. The Company published an announcement relating to
interest payment to domestic shareholders in the PRC on 26 June
2007. The shareholding registration date was 29 June 2007. The
Company also published an announcement on the resolutions passed
at the 2006 Annual General Meeting in Hong Kong on 19 April
2007. The shareholding registration date was 8 May 2007.
Distributions of the final dividends to the holders of the domestic
Shares and H Shares have been completed on 6 July 2007 and 13
July 2007 respectively.

(I) Significant litigation and arbitration

The Company has no significant litigation or arbitration during the
reporting period.

(IV) Asset transaction

For details, please refer to the “Major investment made out of funds
other than proceeds raised from subscription”.

(V) Significant 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”.
Pursuant to such agreement, the Dongjiao Sewage Water
Treatment Plant will provide sewage water processing services
to Tianjin Sewage Water Company according to the prices
determined by the pricing formula as stated in the “Sewage
Water Processing Agreement”. During the reporting period,
the unit price of sewage water processing fee implemented by
the Company and Tianjin Sewage Water Company was
RMB1.93 per cubic meter.

(2)

(=)

(m)

(&)
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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
Tianjin Sewage Water Company on 20 March 2006. Pursuant
to such agreement, the above Three Sewage Water Treatment
Plants shall charge the sewage water processing service fee at

NATIRSBSKERR - 4205 F)57KE
B - AL AR IS K BRI ¥ A%
PR A A 20063 A 20 H 8 K E T HEK
REFENCTKEEBERBHZ) AT
B o RIEZ B - it = S KER B
RS KEERGEEEARKE1.937T,/
MNFARFTE  BEKE R 5 KE R
FEIEEIBHSKEBKE o

the unit price of 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.

WEHA - ARBRBIFSKEER - BE5
PSRRI « a8 FISKEER R E
KB R A EIEISK17,047.38F
Ko REBECSKEBRZRBZ RC5KE
BRI HE) ES ARK32,901.38
TLRSKEERBERA o

During the reporting period, the Dongjiao Sewage Treatment
Plant, the Xianyanglu Sewage Water Treatment Plant, the
Jizhuangzi Sewage Water Treatment Plant and the Beicang
Sewage Water Treatment Plant have processed 170,473,000
cubic meters in aggregate and accordingly sewage water
processing service fee amounted to RMB 329,013,000 was
generated pursuant to the “Sewage Water Processing
Agreement” and “Sewage Water Processing Interim Service
Agreement”.

HME XA 5
BEMA - ARREEMERBEHRZS

2. Other significant connected transactions 2

The Company has no other significant connected transactions
during the reporting period.

(R) HERR
AREREALNAEREESE -

(VI) Custody

The Company did not provide any custodian during the reporting
period.

(t) ZBER
RBEHARBEABERE -

(VII) Subcontracting

The Company did not provide any subcontracting during the
reporting period.

(N HERER
ARERALRELELE -

(Vill)Leasing

The Company did not have any leasing matters during the reporting
period.
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(IX) Guarantee (h) EREBER

Unit: dollar  Currency: RMB
B r ®RE:ARE

External guarantee granted by the Company
(excluding guarantee provided to the subsidiaries of the Company)

FRARHHMERER (FREH FARANER)

Total amount of guarantee granted during the reporting period 0
BEBNEREEEAH
Total amount of outstanding guarantee as at the end of the reporting period (A) 0
BEBRERBESTA

Guarantee provided to the subsidiaries of the Company

FRRHFARNERER

Total amount of guarantee provided to the subsidiaries of the Company during the reporting period 0
REBNHTAAEREERAH

Total amount of outstanding guarantee provided to the subsidiaries as at the end of the reporting period (B) 785,000,000
BEBRYFRARNERBEA(B)

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

FRARERAE BEHFLANER

Total amount of guarantee (A+B) 785,000,000
EREFE (A+B)

Percentage of the total amount of guarantee to the net assets of the Company 27.70%

EREEEAREFEENLA

Of which:
Hep

Amount of guarantee provided to the Shareholders, actual controller and other related parties (C) 0

BER  BRZHAREBB I REEROEEC)

Amount of guarantee provided directly or indirectly to the borrowers with gear ratio of over 70% (D) 0

ERSAEAEEABETBBIORNRERIRREHNEFERTED

Total amount of guarantee exceeds 50% of net assets (E) 0
EREBEBFEE0%FONSEE

Total amount of the above three guarantees (C+D+E) 0
P ZEERSEAG (C+D+E)
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(X) Trust arrangement

The Company did not make any trust arrangements during the
reporting period.

(XI) Implementation of commitments

1.

Pursuant to the requirements under Article 27 of 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 of the Company.

TMICL has undertaken that the total number of restricted
circulating Shares sold through the SSE shall not exceed 5% of
the total number of issued Shares within 12 months after the
expiry of the above restricted period, while the total number
of restricted circulating Shares sold through the SSE shall not
exceed 10% of the total number of issued Shares within 24
months after the expiry of the restricted period.

In the event if the amount of restricted circulating Shares sold
through the SSE by TMICL attained 1% of the total number of
issued Shares, an announcement shall be made within two
working days of the occurrence of such event.

(1) ZREEMEBER
ABERARAEREEMER -

(t-) &

(1)

(2)

(3)

EHETRER

RBCETRARRESBEREERWMEF
—HEBRORE - ERIERBRBRN
RESERNETRERZBR - + @A
AT LM ZHEEE -

MBI EAGE - ERIRAGEHIHRRE - B
BEXFHAERSEERD - BHEHREN
ARRBRMDBEWLAIET —BARTE
BASZLH EZTEEARTHBERD
Zt e

BB ERAEERSHENRNEE - &
AARRRBMEHA D Z W EBZF
BELAZAERMELEIAMEAS -
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Special commitments made by the original Shareholders of non- FEHFRERRERESERNEBRFHENRES
circulating Shares in the course of the Share Segregation Reform HERHEBETHER
and its implementation

Implementation of

Name of Shareholder Special commitments special commitments Remark
KRR &R AHBE AEBITER (B
TMICL (1) All the A Shares of the Company shall not Under strict
MEIRE be traded or transferred within 12 months implementation
from the date of the implementation as undertaken
of the Share Segregation Reform.
1) FRENARR AKRKRDBERESBERES BRARIR R EGE
REMZ AR 12ARNT LTSN EEE - FIAMETT

(2) The total number of Shares sold through the stock
exchange shall not exceed 5% of the total number
of issued Shares within 12 months after the expiry
of the above restricted period, and shall not
exceed 10% of the total number of issued Shares
within 24 months after the expiry of the above
restricted period.

(2 EREAGEHRRE  BRLIMBERS
HEBRD  HEHELEARBBRMD LD
EOE+T—EARTEEES ZH -
EZtrmEARNTEEREDZT -

(3) In the event if the amount of restricted circulating
Shares sold through the SSE by TMICL
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.

(3) MBI SEENROEE
FEIARRAROBEBED 2 —8
FEZFEFEZAEMEIEARME QS -

(XII) Appointment and removal of auditors (T2 BB - MESHMEBAER
During the reporting period, the Company did not change its WMEPRAN KRG RBESMELKLRF -
auditors. In 2007, the existing PRC auditor of the Company is 20075 - ARREBREEKEPRGTE
PricewaterhouseCoopers Zhong Tian Certified Public Accountants BAARARARARNHEEHE - 515
Limited Company and the existing international auditor of the EBEERAGEBG M ES AR AH B
Company is PricewaterhouseCoopers. FRT A -

(XNPunishments and rectification to the Company, Directors, (TZ)AAQAFREE  BEE  SHBEEAE R

Supervisors, Senior Management, Shareholders and Actual R BERZHAESRERER
Controllers

During the reporting period, the Company, Directors, Supervisors, REPAARRARAESE  BEF  aREEA
Senior Management, Shareholders and actual controller of the 8 BE  BRESASRIPEEESNE

CTRES O BWALET R LR AAE) ARG

°

Company were not subject to any investigation, administrative
punishments, criticisms by CSRC or public reprimand by the SSE. E

7

/
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(XIV)Other major events

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

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

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

(TR HEEASERESENBERLTRND T
#t B

REHARRBEEMEANEE -

(tR) AR FAARTEBESHRRABAED - &
ERRMEARRBEERBELHER

RAFARFEEAFHNERASHBHERIRT
REDT  MEMRNERABIRES - BEMR
/R%Mmﬁﬁﬂj(/ﬂfk?éiéﬁﬁift °

(XVD)Index for disclosable information TR E B ZES

Names and pages of the Dates of

Items publishing newspapers Publication Website

R HEWET SEERE T & B HENWEBARERBRREE

Announcement relating Page A9 of “Shanghai 8th January 2007 Website of SSE

to changes in the Shares Securities News”, page A21 of (www.sse.com.cn);
“Wen Wei Po”, page B27 of website of HKSE (www.hkex.com.hk)
“The Standard”

BREROHESEINAE (LEBHF®RANR - 20074178 8A E R www.sse.com.cn

Extension of waiver period
in relation to the
appointment of the
Qualified Accountant
ERETEMZERE
itz B R HE

Announcement relating
to changes in the Shares

ARROEBERNDE

Announcement relating
to the listing of
Restricted Circulating

A Shares of the Company
ARE G BR

+ m r\tt

(BB XER)A21HR »
{The Standard)B27hix

Page B9 of “Wen Wei Po”,
page B37 of “The Standard”

(BB ER)BIR
{The Standard)B37R

Page D6 of “Shanghai
Securities News”, page B12 of
“Wen Wei Po”, page N49 of
“The Standard”

(LB&E 5 #)D6R -

(B XER)BI2AR -

(The Standard)N49hR

Page A14 of “Shanghai
Securities News”, page B8 of
“Wen Wei Po”, page N40 of
“The Standard”
(LBEHFBRA14R -
(&B/& XER)BSIR *

{The Standard) N40hR

11th January 2007

2007F1H 118

4th April 2007

200744748

16th April 2007

20074 H16H

Feb 35 Pt 48 uhwww .hkex.com.hk

Website of HKSE
(www.hkex.com.hk)

B85 32 48 b www . hkex.com.hk

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

F R Fr#uhwww.sse.com.cn
B %2 A 48 i www.hkex.com.hk

Website of SSE

(www.sse.com.cn);

website of HKSE

(www.hkex.com.hk)
XAt www.sse.com.cn

B <2 BT 48 Uhwww . hkex.com.hk
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Items

Announcement in relation
to the resolutions passed
at the Second Meeting

of the Fourth Board
EMEESFEE-R

& 2E 2
SRABLE

Announcement in relation to
the resolutions passed at the
Second Meeting of the

Fourth Supervisory Committee
EMEEFRE R

£
= u?ﬁz/?&u?x@%

Notice on 2006 Annual
General Meeting

BN AR2006FFE
BE RSB

Notice on 2006 Annual
General Meeting

BN B 20065
BERAREH @A

Summary of 2006 Annual
Report

2006 F FERERE

Summary of 2006 Annual
Report
2006 F FEHREME

Resumption of Trading

I
mi

REE

Names and pages of the
publishing newspapers

Page D65 of “Shanghai
Securities News”, page A28 of
“Wen Wei Po”, page N80 of
“The Standard”
(L/BEFHR)DOBHR -

(BB XER)A28IR -

(The Standard)N8O0Hix

Page A65 of “Shanghai
Securities News"”, page A28 of
“Wen Wei Po”, page N81 of
“The Standard”
(L/gES#)DE5R -

(BB XER)A28HR -

(The Standard)N81HR

Page D65 of “Shanghai
Securities News”, page A27 of
“Wen Wei Po”, page N79 of
“The Standard”
(L/BEFHH)DOBHR -
(BEXERA27IR -

{The Standard)N79kR

Page B21 of “Wen Wei Po”

(BHENER)B21IR

Pages D65-D66 of “Shanghai
Securities News”, pages
A24-A27 of “Wen Wei Po”,
pages N72-N79 of

“The Standard”

(L7575 #)D65-D66HR °
(BAENER)A24-A27HR -
(The Standard)N72-N79fk

Pages B18-B21 of “Wen Wei Po”

(BEXER)B18-B21hR

Page A42 of “Wen Wei Po”,
page A17 of “The Standard”
(FHEER)AL2kR

(The Standard) A17hzx

Dates of
Publication

19th April 2007

20074 A 19H

19th April 2007

200744 H 190

19th April 2007

200744 F 198

20th April 2007

200744 A 20H

19th April 2007

200744 H 190

20th April 2007

200744 A 20H

20th April 2007

200744 H20H
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Website

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

A www.sse.com.cn
B8 <2 BT 48 Bhwww . hkex.com.hk

Website of SSE
(www.sse.com.cn);

website of HKSE
(www.hkex.com.hk)

F s www.sse.com.cn
B8 22 BT 48 U www . hkex.com.hk

Website of SSE
(www.sse.com.cn);

website of HKSE
(www.hkex.com.hk)

R AT www.sse.com.cn
B 22 BT 48 U www . hkex.com.hk

Website of Hong Kong Stock
Exchange (www.hkex.com.hk)
B 22 BT 49 i www.hkex.com.hk

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

Rt www.sse.com.cn
Bt <2 B 48 U www . hkex.com.hk

Website of HKSE (www.hkex.com.hk)

Beh <5 Fr 48w www . hkex.com.hk

Website of HKSE
(www.hkex.com.hk)
Feh 5 Fr 48 uhwww.hkex.com.hk



Items

First Quarterly Report 2007

Hh
=)
OfF

2007FFE—FF

Announcement in relation to
the Resolutions passed at the
Third Meeting of the

Fourth Board
FMOEEEEE=R

2%
= u?ﬁz/}%u#ﬁz L\\%

Supplemental Notice of 2006
Annual General Meeting

2006 FREREHARNSE

Announcement in relation to
the Resolutions passed at the
Fourth Meeting of the
Fourth Board
FNEEEFEENR

PE= 2 =3
SRABELE

Announcement in relation to
the unusual price and volume
movements
AREARAARBRER S
ERRBHDE

Announcement in relation
to the transfer of shares in
the controlling shareholder
of the Company

AR ERRRBEEE
BEAEFENRE

Announcement on the
resolutions passed at the
2006 Annual General
Meeting of the Company
ARNF 20065 F &
BRAGRZERS

Dates of
Publication

Names and pages of the
publishing newspapers

Page D73 of “Shanghai
Securities News”, page A29 of
“Wen Wei Po”, pages B30-B32 of
“The Standard”
(LBEHHDT3MR -
(BEXERA29R -

{The Standard)B30—B32hk

27th April 2007

20074 A 278

Page D73 of “Shanghai
Securities News”, page A28 of
“Wen Wei Po”, page B33 of
“The Standard”
(LBEF®DI3MN -

(& X EH)A28IR -

(The Standard)B33hi

27th April 2007

2007F4H 278

Page A18 of “Wen Wei Po”,
page B34 of “The Standard”
(BEXERAIBIR -
{The Standard) B34hix

29th May 2007

2007454 294

Page D8 of “Shanghai
Securities News”, page A18 of
“Wen Wei Po”, page B35 of
“The Standard”
(LBEF®RDER -
(BEXERAIBIR -

{The Standard)B35HR

29th May 2007

2007F5H 29H

Page 25 of “Shanghai Securities 2nd June 2007
News”

(L HEER) 250 20076 A2H

Page D6 of “Shanghai
Securities News”, page A20 of
“Wen Wei Po”, page B27 of
“The Standard”
(LBEHR)DOIR -

(BB XEHRA20R -

(The Standard)B27}R

8th June 2007

20076 A 8H

Page A17 of “Shanghai
Securities News”, page B10 of
“Wen Wei Po”, pages N4-N5 of
“The Standard”
(LBEHFRAITR -
(BEXER)BIOM -

(The Standard)N4-N5}R

11th June 2007

2007464 11H

Website

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

R A8t www.sse.com.cn
B8 <2 BT 48 Uhwww . hkex.com.hk

Website of SSE
(Wwww.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

R AT www.sse.com.cn
B8 22 BT 48 U www . hkex.com.hk

Website of HKSE
(www.hkex.com.hk)
Beh 32 Fr 48 uhwww . hkex.com.hk

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

XAt www.sse.com.cn
B <2 BT 48 U www.hkex.com.hk

Website of SSE
(www.sse.com.cn)

Rt www.sse.com.cn

Website of SSE
(www.sse.com.cn);

website of HKSE
(www.hkex.com.hk)

R AT www.sse.com.cn
B 22 BT 48 uhwww.hkex.com.hk

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

F R Fr#uhwww . sse.com.cn
B %2 A 48 i www.hkex.com.hk
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Items

Announcement of the
Board of Directors

N

Announcement in relation
to the erroneous purchase of
Shares of the Company by
Tianjin Municipal Investment
Company Limited, the
controlling shareholder

of the Company
BRADRRERET

B ERR A AR
BEARRRBRENAE

Announcement in relation
to the reduction of
shareholding by Tianjin
Municipal Investment
Company Limited, the
controlling shareholder
of the Company
F%F%iﬁﬁﬁ&;ﬁ‘ﬁﬁﬁ
RARFROHLS

Announcement in relation
to the distribution of
dividends for the A Shares
and adjustment on the
Conversion Price of the

A Share Convertible
Bonds of the Company

A ARR AL 2 B S ARR
AEEFERER
HEREREDS

Announcement in relation
to the distribution of 2007
dividends for the A Share
Convertible Bonds

of the Company

B AR AT & 52007 F
NEEFENAS

Names and pages of the
publishing newspapers

Page D9 of “Shanghai
Securities News”, page A44 of
“Wen Wei Po”, page B32 of
“The Standard”

(LB #E5>®)DIR -

(BB XER)ALAR -

(The Standard) B32}R

Page A20 of “Shanghai
Securities News”, page A44 of
“Wen Wei Po”, page N18 of
“The Standard”

(EBEH A0/ -
(BAEXIER)A4ARR
{The Standard)N18hk

Page A20 of “Shanghai
Securities News”, page A44 of
“Wen Wei Po”, page N18 of
“The Standard”

(L8EHRA20HR
(BEXERALLR
(The Standard)N18H

Page D16 of “Shanghai
Securities News"”

(EBEFHHR)DI16KR

Page D22 of “Shanghai
Securities News”, page A42 of
“Wen Wei Po”, page A18 of
“The Standard”

(LBFFHFH)ID22MR
(BAEXER)A42MR
{The Standard) A18hR

Dates of
Publication

15th June 2007

200746 15H

18th June 2007

2007467 18H

18th June 2007

2007464 18H

20th June 2007

200746 H20H

26th June 2007

200746 A 26 H
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Website

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

A www.sse.com.cn
B <2 BT 48 Bhwww . hkex.com.hk

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

R A8t www.sse.com.cn
B8 32 FT 48 uhwww.hkex.com.hk

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

Rt www.sse.com.cn
B 22 BT 48 ihwww.hkex.com.hk

Website of SSE
(www.sse.com.cn)

R8I www.sse.com.cn

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

Rt www.sse.com.cn
B8 32 T 48 uhwww.hkex.com.hk



Items

Announcement in relation
to the implementation of
2006 Dividend Distribution
for the A Shares

of the Company

AR 20065 £ D AT IR B
NS

Special announcement
relating to the adjustment
on the Conversion Price of
A Share Convertible Bonds
AR EESBRER
HEFERRERAS

Announcement in relation

to the Resolutions passed

at the Fifth Meeting of

the Fourth Board of Directors
of the Company
EMEEFSERNR

EE VS VNS

Names and pages of the
publishing newspapers

Page D22 of “Shanghai
Securities News”, page A42 of
“Wen Wei Po”, page A18 of
“The Standard”

(LB#EHH)D22MR
(BB XER)A42HR
{The Standard)A18hR

Page D22 of “Shanghai
Securities News”, page A42 of
“Wen Wei Po”, page A18 of
“The Standard”
(LBEF#]ID22R

(& X EH)AI2R -

{The Standard)A18hi

Page D43 of “Shanghai
Securities News”, page D17 of
“Wen Wei Po”, page N14 of
“The Standard”

(EBEHF®R)DAINR -
(BEER)D17Hx -
{The Standard)N14Hx

Dates of
Publication

26th June 2007

200768 26H

26th June 2007

2007664 26H

29th June 2007

200746 H 294

RERAXBRROAFRADVO-_EZTLFEFTHERS

Website

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

Rt www.sse.com.cn
Feh 35 Pt 48 uhwww .hkex.com.hk

Website of SSE
(Wwww.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

R AT www.sse.com.cn
B8 22 BT 48 U www . hkex.com.hk

Website of SSE
(www.sse.com.cn);
website of HKSE
(www.hkex.com.hk)

Rt www.sse.com.cn
B <2 BT 48 ubwww . hkex.com.hk
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t MEEHES (XESF)

VII. Financial Accounting Report
(unaudited)

(I) Prepared in accordance with HKFRS (-) REERVBREEAGER

CONSOLIDATED INTERIM BALANCE SHEET HBETHEEERGR
AS AT 30 JUNE 2007 K2007F6H30H

(BRI FIERITE 2 REL G RBARKET L)

(All amounts in RMB thousand unless otherwise stated)

6,166,050

Tianjin Capital Environmental Protection Company Limited ¢ 2007 Interim Report

Note As at
30 June 31 December
2007 2006
Unaudited Audited
Hat 20074 20064
6H30H 12A31H
RGBT BRE
ASSETS BE
Non-current assets IRBEE
Property, plant and equipment M - MR R 5 3,294,065 3,288,848
Investment property wEME 113,828 113,925
Land use rights T fsh AR 693,707 704,466
Investment in an associate I ERE 6 64,159 61,660
Deferred income tax assets EEFTS BB E 792 2,288
Available-for-sale financial assets A E IS EE 6,000 6,000
Trade receivables due after one year REIE S EWGK 7 749,973 749,973
Other non-current assets HEMRHEAEE 8 117,191 142,146
5,039,715 5,069,306
Current assets RBEE
Inventories 5E 6,876 7,839
Trade receivables =N 7 254,482 43,210
Other receivables and prepayments Hh FEUCGR SR FB A 5/IE 45,293 28,360
Cash and bank balances IR MIRTTAE R 819,684 733,744
1,126,335 813,153
Total assets EEHAT

5,882,459



EQUITY

Capital and reserves attributable
to the Company’s equity holders

Share capital
Reserves

Minority interests

Total equity

LIABILITIES

Non-current liabilities
Borrowings
Deferred income tax liabilities

Current liabilities
Trade and other payables
Income tax payables
Borrowings

Total liabilities
Total equity and liabilities

Net current liabilities

Total assets less current liabilities

Rz

FAREBFEA
AR EA K
B
G

DBBRRES

RSB

afE
FRBEE

e
HiA

EEFSHAR

wREBRE
BHRETERMNK
PISTHAE

FesEY
E«Tﬁ\

BEAE

Emk B ERE

RBAEEFE

HEERRBDAE

Note

Kt

10

11

10

As at
30 June 31 December
2007 2006
Unaudited Audited
2007 F 20064
6H30H 12A31H
RGETT 2B
1,402,637 1,330,666
1,316,511 1,056,192
2,719,148 2,386,858
114,900 116,111
2,834,048 2,502,969
2,086,480 2,157,980
1,493 2,362
2,087,973 2,160,342
293,999 253,258
60,532 67,376
889,498 898,514
1,244,029 1,219,148
3,332,002 3,379,490
6,166,050 5,882,459
(117,694) (405,995)
4,922,021 4,663,311

RERAXBRROAFRADVO-_EZTLFEFTHERS
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CONSOLIDATED INTERIM INCOME STATEMENT

FOR THE SIX MONTHS ENDED 30 JUNE 2007

(All amounts in RMB thousand unless otherwise stated)

Revenue
Cost of sales

Gross profit
Other gains, net
Administrative costs

Operating profit
Finance costs
Share of profits of an associate

Profit before income tax
Income tax expense

Profit for the period

Attributable to:
Equity holders of the Company
Minority interests

Earnings per share for profit
attributable to the equity holders
of the Company during the
period (in RMB per share)

— basic and diluted

Interim dividends

HE

HERMA

E7
Hittyat —%E
TR E

RERF
AR
FEGEE N R & A

BRETSBLAT B F
FR1S®E

FEERF
BEfh

ARRERTEA
DY R

SRR A AERREA
A BRI S RER
(ABRARY T
—EAREE

RIS

HmEPHERRE
# Z20079F6 4304 1F 7~ 18 A 2
(BIEFRIIER G 2 BE MY ABARETIT)

Unaudited
Note Six months ended 30 June
RGBS
HZ6H308 1L<EA

2007 2006

HiaF 20074 20064
4 452,949 345,177
(201,346) (130,104)

251,603 215,073

4 7,601 6,880
(41,836) (37,545)

12 217,368 184,408
13 (62,752) (41,824)
2,499 —

157,115 142,584
14 (47,741) (50,257)
109,374 92,327

110,585 93,030
1,211) (703)

109,374 92,327

15 RMBO0.08 RMBO0.07

Tianjin Capital Environmental Protection Company Limited ¢ 2007 Interim Report



CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2007
(All amounts in RMB thousand unless otherwise stated)

Balance at 1 January 2007

Profit for the period

Profit attributable to minority
interest for the period
Conversion of convertible bonds

Dividends

Balance at 30 June 2007

Balance at 1 January 2006

Profit for the period

Profit attributable to minority
interest for the period
Conversion of convertible bonds

Dividends

Minority shareholders’
investment in subsidiaries

Balance at 30 June 2006

20071 A1 BHES

EHRA
R BERES

TEEREN R BIRES

B

2007 £ 6 A 30 B#8h

2006 £1 A 1 A&

EHan

TSR A B A

et

LYRREMBRRNIRE

2006 € 6 A 30 B# &R

RETHERSBER
£ 220076 H30H 1F 7518 A A fE

(BRIFFIER B RELGBARET L)

Unaudited
ST
Equity holders
of the Company
AARERFEA
Note Share Minority

capital Reserves interests Total

et BRZA Hitif# s LBRRES BiEs
1,330,666 1,056,192 116,111 2,502,969

— 109,374 — 109,374

— 1,211 1,211) —

10(d) 71,971 205,839 — 277,810
16 — (56,105) — (56,105)
1,402,637 1,316,511 114,900 2,834,048
1,330,658 950,703 49,132 2,330,493

— 93,030 — 93,030
— — (703) (703)

6 23 — 29

16 — (53,226) — (53,226)
— — 68,520 68,520

1,330,664 990,530 116,949 2,438,143

RERAXBRROAFRADVO-_EZTLFEFTHERS
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CONDENSED CONSOLIDATED INTERIM CASH FLOW STATEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2007
(All amounts in RMB thousand unless otherwise stated)

Net cash generated from/(used in)
— operating activities
— investing activities
—financing activities

Net increase in cash and
bank balances

Cash and bank balances at beginning
of the period

Cash and bank balances at end
of the period*

* Excluding restricted cash and bank balances of RMB20.3 million for 2007, *
representing collateral deposit as guarantee for project bidding (2006: RMB6

million).

BHREEPHRESRER
#HZ20079F6H30H 1F 18 A B
(BIEFRIIER G 2 BE MY ABARETIT)

Unaudited
Six months ended 30 June
KEEEE
HBZ6 A30HILANREA
2007 2006
2007 & 2006 F
RBeEE (XH) 238
— B EE) 54,528 118,181
—REEH (128,653) (551,925)
— BB 154,765 463,613
ReRBITHESBZIGINFEE
80,640 29,869
HVIR € RIBITA S
718,744 744,112
MRAESRBITHEER

799,384 773,981

TE2007FZMBH 2 IRITHEHROARME2,0308 7T+ 11t
ZRHBTEBABEEREZRES (2006F : AR
600&7T) °
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL
INFORMATION
(All amounts in RMB thousand unless otherwise stated)

1 Company profile and principal activities

Tianjin Capital Environmental Protection Company Limited (the
“Company”) was established on 8 June 1993 in the People’s
Republic of China (the “PRC") as a joint stock limited company. The
activities of the Company and its subsidiaries (the “Group”) include
sewage water processing, tap water supply, production of recycled
water and construction materials and operation of toll roads.

The operation mode of the Group'’s principal activities is described
below:

(a) Sewage water processing

Pursuant to relevant agreements (“Sewage Water
Processing Agreements”), the Group provides sewage water
processing services via the following operating plants:

Contract
Plant Location commencement date
NE ERA%THE

Dong Jiao, Tianjin

E AR S H IS R B R

(B FE A5 H71 15 W] I 4 < 88 o7 49 7y X BT )

RABAREEER

KEAERREBGARAR (X227 2R
199366 ASHEFEARLME ([FE]) T
MR DBRAF c KRR REMBAA
(Ix&EH]) BEOLEEBBRRESKEERR
% BAOKEK s BAKBKEEMAENRE
PRUL B UL ER o

NTRASEZEXBHLERA

(a) FFKEEXEH
WKEAEBEGZE ([(SREBETH
) AEBRB AT ISKEEMIEHR
KR IR AR

Customer

=R

10 October 2000  Tianjin Sewage Company (“TSC")

RAE R 2000F10A10H  KEMHKAR ([HKDE])

Ji Zhuang Zi, Tianjin 10 October 2000  TSC

RE KKHT 20006104100 #HEKAF

Xian Yang Lu, Tianjin 10 October 2000  TSC

RE BHE 20006104100 HEKAF

Bei Cang, Tianjin 10 October 2000  TSC

RE IR 2000F10 4100 HEKAF

Guiyang, Guizhou 16 September 2004  Guiyang City Administration Bureau (“GCAB")
BN &B 20049160 EEMHMEER ((ERBRER])

Fuyang, Anhui 18 December 2005  Anhui Fuyang Construction Committee (“AFCC")
ZH BB 20051218 ZRERGTERZES ([EBEE])
Qujing, Yunnan 25 December 2005  Qujing City Water General Company (“QCWG")
£ B 20055128250  HEM MM HEBKE QR ([HEHRHELAIR])
Hong Hu, Hubei 29 December 2005  Honghu Construction Bureau

ML A 2005128298 MRS

Hang Zhou, Zhejiang
WL AU

TSC is a state owned enterprise under supervisory control of

12 November 2006
200611 A12H

Tianjin Municipal Engineering Bureau (“TMEB”).

Hangzhou Sewage Company

N HERBR AR
BEKRAR—REMEKAR REAR
EoUWRREMHHRIER ([REMK
ISEPR:R
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The background of principal terms and pricing formula as set
out in the relevant contracts are briefly summarised below:

Dong Jiao

The Group will have full recovery of actual operating costs,
including depreciation and amortisation of fixed assets,
excluding interest expenses and foreign exchange gains or
losses and at minimum:

(i) earnsareturn of 15% per annum of the average balances
of the monthly net book value of property, plant and
equipment (as defined in the agreement) of the plants;
and

(i) incentive pricing adjustments will be made for cost saving
and/or when actual processing volume exceeds the
minimum processing volume as stipulated in the
agreement.

Ji Zhuang Zi, Xian Yang Lu and Bei Cang:

Based on the supplementary agreement reached with TSC on
10 March 2006, the Company is entitled to sewage processing
fee at RMB1.93 per cubic meter from the completion date of
construction to the completion date of inspection of Ji Zhuang
Zi, Xian Yang Lu and Bei Cang plants. Processing fee after the
completion of inspection of these three plants will be collected
from TSC using the same principle as for Dong Jiao plant.

The construction of these plants was substantially completed
during the first quarter 2006 and inspection which was
expected to be finalised no later than end 2007.

Tianjin Capital Environmental Protection Company Limited ¢ 2007 Interim Report

HEAGZANEETEANM AL :

3 -

AEEREZARBERZEENRSE B
BEEEZTEREE  BETEENEH
X RERER  &OH

(i) BREURSKEREFHABETEEE
(EERWZE) 2B ATHREFE
WER T EIS% 2B - X
5%

(i) BEEHERARY KRR SR
BRI BRI R 2 S
ERE -

HHF  BBERILE

RIF 200638108 EBHEIK DA RIER ~
W ARRIRLET - BERE &
BERSKEEREARTIHER TRHBIAN
HARA - IRBARE.937T,/ 3 5 KU
VEIKEEIEE o PRI = KISKEEBIE TR
W B%  NAFERPEKA RIR R ERE D
SKEERERMNRNKEUSKEES -

I 55 7K B B2 A 72 2 T2 K A 2006
FEFEAZTT  MBHBEFSER
2007F KA T2 5 UK -



(b)

All sewage water processing plants outside Tianjin:

Initial sewage water processing price ranges from RMB0.60 to
RMB1.12 per cubic meter, thereafter processing price may be
revised after considering various factors including renovation of
equipment, additional investment power and energy and
labour force, and other significant changes of government
policy, etc.

All sewage processing plants outside Tianjin are guaranteed a
minimum processing volume by their respective customers
except for Gui Yang. If the actual volume is lower than the
guaranteed volume, processing fee will be settled using the
guaranteed volume.

In the case of Gui Yang, the new price shall be commenced from
1 January 2007 and determined by a pricing formula which will
effectively allow full recovery of the actual costs, including
operating cost, depreciation, income tax and a return of 8% on
budgeted net assets of the plant. On 6 December 2006,
Guiyang Price Bureau confirmed the new price at RMB0.83 per
cubic meter for the year 2007.

On 24 April 2007, the Company established a new subsidiary
engaging in sewage water processing services in Wendeng,
Shandong Province. No Sewage Water Processing Agreements
were signed as at 30 June 2007.

Construction of sewage water processing plants

The construction of |i Zhuang Zi, Xian Yang Lu and Bei Cang
was completed in late 2005. The Company did not incur
sewage water processing plant construction fee since 2006. The
background to the relevant agreements of sewage water
processing plants since 2003 refers to Note 1(b) of the annual
financial statements of the Group for the year ended 31
December 2006.

(b)

KRBT BT KB FERT

MEpBKEEENFARK00TE
1127 /375K - HIRRIBEA T EE
BEEAEMAE  BRIERMESE 5
BRERGERE N - S8 RBUTHED
HMERE(LE -

BREBS - EttihREFP IR RRAEE
R PAINN P 75 7K BE 32 O &R AR5 7K BR
B  MRBEREEEESENZERKE
APSKEEBRBERKEBEE -

mEERS - {20071 518 AR
BAXNBENNER - ;fHEARNATLI5K
BEEBEAHEERMNEERE - B3
BITRA - TE - IS R8%MIBEF
BEDHR - R20065F1286H * &KEF™
YIEBRIZTEM2007FEHNERABAR
#0.8370, S K o

M2007F4 4248 - AQREILREE
MHRL T —RUBSKERRBN TR
A e B Z2007F6A308 It - HEERI5K
BEREHE M REE o

BKEERERER

MRLHET  BEERIEAEZEBIRERN
2006F R5ET © AR AIH2006F 526 T~
BRERSKEEREZRBWA - 52003
FEFKEEBEBHBZESSFRAEE
20064 ) (2006 4F ¥R [ 7E1(b)) °

RERAXBRROAFRADVO-_EZTLFEFTHERS

47



48

(c) Road toll stations

There are no changes of terms in the following agreements since
2003, the background is detailed as below:

Prior to 2003, the Company owned the right, to set up toll
stations at the junctions between the Tianjin city roads and
expressways leading to the city, and to collect tolls generally
from non-Tianjin registered motor vehicles (other than those
exempted by law) passing these toll stations. The right was for
a term expiring on 28 February 2029.

During 2003, following the reform of the public transportation
network, the Tianjin Municipal Government relocated certain
toll stations, including those of the Company, to the boundary
of the interstate highways surrounding Tianjin. The collection of
tolls from non-Tianjin registered vehicles was then centralised at
a Tianjin Toll Collection Office (“Toll Collection Office”) set
up by TMEB. As a result, the Company’s toll stations were
demolished since 31 May 2003 and TMEB agreed to
compensate the Company principally as follows:

e aone-off cash compensation by TMEB equivalent to the
net book value of the assets of the demolished toll stations
as at 30 June 2003 of about RMB33 million;

e  compensation for loss in revenue, during the period from
31 May 2003 to the date of completion of construction of
the new toll stations, equivalent to the revenue received in
the same period of last year of about RMB5.5 million net of
expenses (confirmed by the Company in June 2003); and

e  Company was granted the collection right of six new toll
stations from 1 July 2003 to 28 February 2029. However,
the Company is not allowed to transfer, lease or pledge the
right to other parties without TMEB’s consent.
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(d)

In tandem, the Company entered into an agreement (“Toll
Collection Agreement”) with Toll Collection Office on 24 July
2003 with following principal terms:

e  the Company engaged the Toll Collection Office to collect
the tolls at the six new toll stations on its behalf for which
it will pay a management fee;

e the Company is to receive the actual tolls collected from
the six new stations for the corresponding period/year,
subject to minimum toll fee for each period/year based on
the forecast traffic flow and tolls for the corresponding
period/year as stipulated in a traffic flow and tolls forecast
report for the six new toll stations issued by a professional
consulting company in July 2003; and

e any shortfall to the Company between actual and the
agreed minimum will be compensated to the Company by
the Toll Collection Office.

Tap water processing

Pursuant to agreement reached with Qujing City Water General
Company on 25 December 2005, a subsidiary of the Company,
Qujing Capital Water Co., Ltd., provides tap water supply
service to Qujing City via the Yunnan Qujing tap water
processing plant.

Tap water supply price is RMB1.1 per cubic meter for the three
years prior to 2008, and will increase in stage to RMB1.25 per
cubic meter by 2036. In addition:

(i) Supply price as determined above may be revised after
considering various cost factors based on contract terms;

(i) Qujing City Water General Company guarantees a
minimum supply volume. If the actual volume is lower
than the guaranteed volume, supply fee will be settled
based on the guaranteed volume.

(d)

ERE - ARQTIN20034F7 A 24 8 Bk it
FE T BAESARMS T ([EF-AKE
E]) o EBEHOT ¢
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Basis of preparation

This condensed consolidated interim financial information for the six
months ended 30 June 2007 has been prepared in accordance with
HKAS 34, “Interim financial reporting”. The interim condensed
financial report should be read in conjunction with the annual
financial statements for the year ended 31 December 2006.

As at 30 June 2007, the Group's current liabilities exceeded its current
assets by approximately RMB117.7 million.

Despite the foregoing, these financial statements have been prepared
on a going concern basis, because the Directors of the Group believe
that the undrawn banking facilities together with the continuing
support of the Group’s bankers are sufficient to enable the Group to
meet its liabilities as and when they fall due.

Accounting policies

The accounting policies adopted are consistent with those of the
annual financial statements for the year ended 31 December 2006, as
described in the annual financial statements for the year ended 31
December 2006 except that:

(a) the Group adopted the following new standards, amendments
to standards and interpretations, which are effective 1 January

2007:
HKAS1 Amendments to Capital Disclosures
HKFRS7 Financial Instruments: Disclosures

HK(IFRIC)-Int 7 Applying the Restatement
Approach under HKAS 29,
Financial Reporting in
Hyperinflationary Economies

Scope of HKFRS 2, Share-based
Payment

Reassessment of Embedded Derivatives

HK(IFRIC)-Int 8
HK(IFRIC)-Int 9
HK(IFRIC)-Int 10

Interim Financial Reporting
and Impairment

The adoption of these new standards, amendments and
interpretations did not have a significant impact on the Group's
results and financial position. Full disclosure as required by
HKFRS 7 will be disclosed in the year-end financial statements.

(b) the Group have not adopted the following new standards,
amendments to standards and interpretations have been issued
but are not effective for 2007:

HKAS 23 (Revised) Borrowing Costs

HKFRS8 Operating Segments

HK(IFRIC)-Int 11 HKFRS2-Group and Treasury Share
Transactions

HK(IFRIC)-Int 12 Service Concession Arrangements
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Revenue and segment information

The Group is organised into the following main business segments:

(a) Sewage water processing;
(b) Roadtoll;

(c) Tap water processing

(d) Water recycling and pipeline; and

(e) Others, mainly including construction materials.

An analysis of sales, stated net of business tax, and contributions to
operating profit for the period by principal activities is as follows:

(a) Analysis of the Group'’s turnover and other gains (net)

Turnover

Other gains, net
- Rental income from
investment property
— Interest income
— Subsidy income
— Others

et

HAA - 35
—REMEHS KA

— FLEHA
— fERE A
—Hftb

EXERIBESR
REBEEBEEN R THED

a)
b)
c)
d)

e)

(a)

KRR
BRI BT
B K27

PRKREEBER R

Hin%%  TEREREME -

NTRRIBEBE D CHREXVREERR
KB

AEFNEXBARABBRAFED N

Unaudited
For the six months ended
REGEG

BZ6 A30HIANEAR
30 June 2007 30 June 2006
2007 & 2006
452,949 345,177
2,546 2,050
1,935 1,761
1,340 —
1,780 3,069
7,601 6,880
460,550 352,057
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(b) Business segment analysis

Turnover

Sewage water processing

Tolls

Tap water processing

Water recycling and pipeline connection
Others

Segment results

Sewage water processing

Tolls

Tap water processing

Water recycling and pipeline connection
Others

Finance costs
Share of profits of an associate

Profit before income tax
Income tax expense

Profit for the period

B
SHIKERIB ¥R
ERIEER
B RKZER
kR B ERER
EAth

P EBE L
SRR ETE
BB R
B HOKERS
FRok R B iE R
Hith

BERA
FEGEEE R B A

BRATEBAT R
PS5

FEEREF
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(b) EBD I

Unaudited
For the six months ended
RECET
HZ6 A30RH1EAEAR
30 June 2007 30 June 2006
2007 & 2006 £
392,545 292,578
32,962 32,945
13,008 —
13,224 17,517
1,210 2,137
452,949 345,177
188,720 175,904
24,619 16,301
2,234 —
1,904 (6,569)
(109) (1,185)
217,368 184,408
(62,752) (41,824)
2,499 —
157,115 142,584
(47,741) (50,257)
109,374 92,327



Other segment items included in the income statement are as follows:

Depreciation

Sewage water processing services

Tolls

Tap water processing

Water recycling and pipeline connection
Others

Unallocated

Amortisation

Sewage water processing services
Tolls

Others

e
SEIKERIRER
BRI B ER
B RKER
kR EEER
Eith

R

e
SEIKERIRER
BRI B R
Eith

HitpEBRSERTIRMDEEBAT ¢

Unaudited
For the six months ended
REGEET

HZ6 A30RH1IEAEAR
30 June 2007 30 June 2006
2007 & 2006 £
59,209 26,221
1,900 1,726
5,042 —
4,113 3,929
941 1,045
8,180 —
79,385 32,921
10,676 5,163
1,370 2,105
40 42
12,086 7,310
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The segment assets and liabilities as at 30 June 2007 and capital

expenditure for the period then ended are as follows:

Total assets

Sewage water processing

Tolls

Tap water processing

Water recycling and pipeline connection
Others

Associate

Unallocated

Total liabilities

Sewage water processing

Tolls

Tap water processing

Water recycling and pipeline connection
Others

Unallocated

Capital expenditure

Sewage water processing

Water recycling and pipeline connection
Others

Unallocated

No geographical segment analysis is presented since all of the Group's

BEE
SHIKERIBER
ERIBEER
B RKZER
kR B ERER
EAth

/NG

R EB

masE
SEIKERIB ¥R
ERINBEER
B RKZER
kKRB ERER
EAth

RAED

BEAXRX
VEN e
FKREBER
Hit

RO BB

assets, operations and customers are located in the PRC.
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R2007F6A30H v A HEEMBEURES
ZARIEANEAPEZEARABEIT ¢

30 June 31 December
2007 2006
Unaudited Audited
20074 20064
6H30H 12A31H
REGEST 2RES
4,931,388 4,714,602
322,798 323,397
238,564 242,630
368,897 296,891
31,868 33,845
70,159 61,660
202,376 209,434
6,166,050 5,882,459
2,884,029 2,978,668
10,244 17,020
149,216 152,790
284,566 212,752
2,133 12,922
1,814 5,338
3,332,002 3,379,490
Unaudited
For the six months ended
Re&EE
BZ6 A30HLEAEA

30 June 2007 30 June 2006
2007 2006 &
72,400 381,521
11,516 35,417
— 1,150
2,233 —
86,149 418,088

HRAREMBZEE  XHREFPHOETH
TFEREE  BHRRROMWERERE -



5. Capital expenditure 5 EBAREX

Unaudited
For the six months ended
KRG
BZ6 A30ALLAEA
30 June 30 June
2007 2006
2007 & 2006 F
Net book value, at beginning of period EEIRER 3,288,848 2,430,690
Additions in construction in progress
in respect of: TE £ TRERE N
- sewage plant construction projects — 157K R R TR 23,862 81,574
- sewage water recycling project of
subsidiaries — o uEl KRR TR 1,697 35,309
- others — HAth 1,958 4,046
Additions of other property,
plant and equipment HABYZE ~ Beals st im 58,632 297,159
Disposals o (1,547) 8)
Depreciation e (79,385) (45,889)
Net book value, at end of period BIRFE 3,294,065 2,802,881
6. Investment in an associate 6 HELERE
2007
2007
Beginning of the period LEE] 61,660
Share of net profits JREAG 2 ] 2,499
End of the period R 64,159
The Group has a 45% interest in an unlisted associate, incorporated in AR G T TP — R v I R S 4 I L i W
Tianjin, PRC. BAF R AS%HER -
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7.

Trade receivables

Details of the trade receivables are as follows:

Due from TSC for : JEWHE K 23 a] -
— water processing services (Note 1(a))

— construction of plants (Note 1(b))

Others HoAth

W IR A

Less: non-current portion

Current portion TRy

Under the Co-operative Agreement, TSC will sell certain of its
assets to the Company upon completion and verification (Note
1(b)). Accordingly, in April 2007, the Company reached an
agreement with TSC on a repayment plan, whereby TSC will use
the mentioned assets to settle the construction fees and part of
sewage water processing fees of 2006 owed to the Company. As
at 31 December 2006, these assets amounted to about RMB750
million. As such, the Directors believe that the amount due from
TSC is mainly recoverable by asset swap.

Pursuant to the repayment plan, the carrying value of balance
due from TSC as at 30 June 2007 includes about RMB750 million
(2006: RMB750 million) which has been reclassified to trade
receivables due after one year resulting in aging of the total trade
receivables as follows:

1-2 4F
1 ELLA

One to two years
Within one year

7

— V5K AR (et 1(a))
— V5K B R (KHaE 1(b))
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BaRUR

30 June 31 December
2007 2006
Unaudited Audited
20074 20064
6A30H 12A31H
RGEST 2 &E
485,085 283,788
466,185 466,185
951,270 749,973
53,185 43,210
1,004,455 793,183
(749,973) (749,973)
254,482 43,210

HRIE AR > BE7K 2 & & 78 AH B & 2 56 LA
Bk g o M HETEES TAL A (M
1(b)) o UL > 7E20074F4H » A A BLPE K 28
AR BT A A R SR HE K A R
gl S SR AR N T R R 2 L 20064 B
TG K IE L o B 20064F12H31HIE > &
O ) SRR N WET 5018 T o I 5 TE
A E U PE K 2 B Y OB A A 7 i A e
A FU I o

MRPE 5 A EEE > R 20074F6 H 30 H BEd HE KA
A ECE MR B AR 75008 JC (20064F ¢
N R¥E7.5008 00) B #0815 — 1% 21
W’ by FEWGK » PG 5 TECR I BR B R -

Unaudited Audited
30 June 31 December
2007 2006
RGBS eRELT
20074 20064
6A30H 12A31H
749,973 749,973
254,482 43,210
793,183

1,004,455



8.

Other non-current assets 8 HttRHEE
Unaudited Audited
30 June 31 December
2007 2006
2007 20064
6H30H 12HA31H
REES ERE
Restricted bank deposits (note (i) Z RN RAT AR (FERE)) 17,600 40,067
Proceeds for Fuyang project (note (ii)) REEENES (GER)) 96,630 98,321
Others Hofib 2,961 3,758
117,191 142,146
notes: ALFE
(i)  These deposits represent collateral deposited with a financial institution () B AR ETIHR RZ 5 R O 4 B s A
as guarantee for the issuance of the Company’s convertible bonds stated Ty A% A A i ARG 25 0 O A HIE AT S o
at fair value.
(i) Pursuant to an agreement dated 18 December 2005, the Group obtained (i) IR 200512 18 H & FT M e » AEE LA
the right to use, operate and maintain assets of a sewage plant in Fuyang, B 1025 e i B E UG A 8% FR 6 - &8
PRC (“Fuyang project”) at a consideration of RMB102 million for a term I B By T V5 K R (TR B ) K L 3048
of 30 years effective 18 December 2005. The proceeds for Fuyang project FORE R o 5% 5 B I T A e HL AR T BR K R
are amortised using straight-line method within its operating periods. As FHE SO - #% 2007461300 1k - %% A4
at 30 June 2007, RMB10.2 million remains to be settled. FIE B NR M 1,02085 9T ©
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9. Share capital 9 Rx

Number of Unaudited Audited
Issued and fully paid up capital 2 ZTRAZKRAK shares 30 June 31 December
(000) 2007 2006
REES ERE
gl 20074 20064
T 6H30H 12A31H

A shares with par value of RMB1: f R TE {25 AR 1 02 A
- Circulating shares — O Ry 332,017 332,017 155,028
— Restricted circulating shares — IRl Y 2 R 730,620 730,620 835,638
1,062,637 1,062,637 990,666

H shares with par value of RMB1: i fiRii{H 2 AW 1 02 HAL
Circulating shares outside China A B 3% 44 1 £ 340,000 340,000 340,000

“A" share represent shares listed on the Shanghai Securities
Exchange and “H” shares represent shares listed on the Main
Board of The Stock Exchange of Hong Kong. All the “A” and
“H” shares rank pari passu in all respects.

The restricted circulating “A” Shares is in respect of the
shares held by TMICL, whereby TMICL can only sell a
maximum of 10% of its total shares within 3 years after the
stock reform in March 2006.

During this period, in addition to the conversion of a portion
of convertible bonds to circulating “A” Shares (Note 10(d))
resulted in an increase of share capital, another 105,018,005
restricted circulating shares were become non-restricted,
amongst which 22,168,000 shares belonging to TMICL were
sold. Consequently, TMICL's equity interest in the Company
were reduced from 59.91% to 55.25% by end of period
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1,402,637

1,402,637 1,330,666
ABCRAEAE g i 5728 5 B E TR ey > T H
I 2 8 A A R I 5 5 oy B BT e o T A A
JBe B HIBeAE 45 T 42 55 A7 [7] 45 Wik o

LM R ) 1 O R 1 2R R R A By
B 1B SR 200645 3 1 B HE ok B 58 A% = AR N iR
2w TR B 2 10%

A HATH] > BB 40 AT B 5 480 ik L O 2 AT
(B 5 10(d)) %5 B T A% 23 &) B A 1 8 K40 - 55
£ 105,018,005 B BR il 14 05 48 B BT BR ) - 428 %
JUE SR T 22,168,000 o RIIL > # A2 A
W R A N R AR R 4 T T ROT R AT 2 T A
59.91% | B %255.25%



10. Borrowings

Long-term:
Bank borrowings
Loans payable
Convertible bonds

Less: current portion

Short-term:
Current portion of long-term
bank borrowings
Short-term bank borrowings
Loans payable

Note:

(a) Long-term bank borrowings

Borrowings from:

State Development Bank

China Everbright Bank

Industrial Commerce Bank of China
China Construction Bank

CITIC Industrial Bank

Shanghai Pudong Development Bank

Bank of China

Agriculture Development Bank of China

=~
AR
A 3K
GIELSSies

s SEIER Y

s
R THE K

—AE N EN RS
JEHERA TR
JEAT K

LRSS ¢

B K B B RA T
HHEDER R T

T TR SR T
R AT
EE R T
T R R SRR T
TR ERAT
R R T

Note
LR

(@
©
(d)

(@
(b)
©

R

(a)  RHISRAITHEK

Note
LR

0]
(i)
(iii)
(iv)
)
(vi)
(vii)
(viii)

Unaudited Audited
30 June 31 December
2007 2006
6H30H 12A31H
2007 20065
FAEE BEEH
2,046,625 1,718,750
163,636 163,636
85,469 374,844
2,295,730 2,257,230
(209,250) (99,250)
2,086,480 2,157,980
209,250 99,250
556,000 691,000
124,248 108,264
889,498 898,514
Unaudited Audited
30 June 31 December
2007 2006
2007 % 200645
6130H 12H31H
KRB BRE
538,000 545,000
450,000 450,000
408,000 250,000
225,625 233,750
200,000 200,000
120,000 —
55,000 40,000
50,000 —
2,046,625 1,718,750
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Tk
&
m

AR S

These borrowings mature as follows:

Within one year —4ELAN

In the second year HAEN

In the third to fifth year HEERBIEN
After the fifth year TAELAE

notes:

(i)  This borrowing is secured by TMEB’s guarantee together with
certain of its fee collection rights and bears interest at 7.2%. (2006:
6.1% to 6.4%) per annum.

(i) This borrowing is secured by the TSC's right to receive sewage
water processing fees together with TMICL’s guarantee and bears
interest rate ranging from 6.5% to 7.2% (2006: 5% to 6.8%) per
annum.

(iii)  This borrowing is secured by the Company’s guarantee and bears
interest ranging from 6.2% to 6.3% (2006: 6.2%) per annum.

(iv) The balance includes RMB190 million secured by the right to
receive tap water and sewage water processing fees. The
remaining balance of about RMB36 million is secured by the
Company’s guarantee. These borrowings bear interest at 7.2%
(2006: 6.1% to 6.4%) per annum.

(v)  The borrowing is an unsecured loan and bears interest at 6.8%
(2006: 6.1% to 6.4%) per annum.

(vi)  The borrowing is an unsecured loan and bears interest ranging
from 6.1% to 6.5% per annum.

(vii) This borrowing is secured by the Company’s guarantee and bears
interest at 6.1% (2006: 6.1% to 6.4%) per annum.

(viii) The borrowing is initially secured by the Company’s guarantee
during the construction period of plant and further secured by
fixed assets upon commencement of operation of plant, which
bears interest at 7.3% per annum.
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Unaudited Audited
30 June 31 December
2007 2006

6 A30H 12A31H
20074 2006
R ETT ERE
209,250 99,250
624,250 416,250
837,760 466,750
375,365 736,500
2,046,625 1,718,750

A

()

(i)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

B2 A8 X H O T B B I R R A ORI DAL 2
5 rp 2 040 W 2 REAE 2y B AT o W% ARAT B AR
PPN R SRAT AR AT 2 R G ORI SR A ) > B
IRF 729 4F R R 55 7.2% (20064F & 6.1%% 6.4%) -

B2 A B BR K 2w BRI IS K 30 2 i o HE A S R
LA B by R T O AT PR R R R R AR AR
ERRE56.5%517.2% (20064F : 5%%6.8%) °

2 AE T AR S A AR R A R o BLIRE AR R 3R
6.2%£J6.3%<2006¢ 1 6.2%) °

oA &9 N B 1,948 00 2 £8 3R DA il 5 A1 25 15 3k B 2k
KA RE N5 7K B B A REAE 2 B 5 S5 AN
[ 3,600 75 B 3K thF/\?&f {%J*W% i3
S Sy v BN B SRAT R A AR 26 BRSP4 4R
PR L57.2% (20064F - 6.1%i|J6.4% o

&

M8 A SR B K o BURFAFE 275 6.8% (20064F -
6.1%5%16.4%) °

B2 G A AR AT B o BURF R 6.1%316.5% ©

W% ACER AR 4y ] R OR RO DR o BE IR AR R A L
6.1% (20064 6.1%&”6.4% o

% 5 A A 5 K PR R0 e A TR O
FEE R A5 K B BT R 0 o AR B
HEPIIE 1R o BIRFAE IR 137.3% o



(b) Short-term bank borrowings

©

Borrowings from:

China Minsheng Bank

Industrial Bank

Beijing Bank

Shanghai Pudong Development Bank
Bohai Bank

Huaxia Bank

Industrial Commerce Bank of China

notes:

®
(@i

(iii)

()

Guaranteed by TMICL.

(b)

Note

AL FE
BT
rp R R AE SR T (@)
L 2ESRA T
bt ERAT (i)
g R SRR T (iii)
I T
#H AT 0)
R B TR AR T

FERE

Guaranteed by Tianjin Expressway Investment and Construction

Development Company.

Include RMB15 million secured by a bank deposit of RMB17 million.

All short-term borrowings bear interest ranging from 5.5% to 6.1%

per annum.

The carrying amounts of all bank borrowings approximate
their fair values as at 30 June 2007 either due to their short-
term maturity or because they bear interest at prevailing
market rates throughout their maturity period.

Loans payable:

Long-term,
due to:
— TMEB (note(i))

Short-term,
due to:
- TMEB

e Current portion (note(i))
e Others (note(ii))

— Tianjin Municipal Government

(note(iii))

©

A
JEAT
—REWER (GLFE))

Ja 1
JEEAT -
— RHETEJS
o —AENEIAIRS  (FEREG))
o Hfth (FERK))

— RHETHBUR
(FFRE(iii))

S S R AT FE K

()

(i)

(iii)

(iv)

Unaudited Audited
30 June 31 December
2007 2006
6H30H 12A31H
2007 F 20064
REEH BEE
200,000 200,000
100,000 100,000
100,000 100,000
65,000 65,000
55,000 —
36,000 36,000
— 190,000
556,000 691,000

FhY R 3 T B AT R A W R AR o

-]

P R T B 4 R R (AL
P

Horp N RHE1,500 8 019 8830l A R 1,700
T Y SR AT A7 SRR LR AR AR R o

JIT AT S 0] AR AT BRI AR R A A 5.5% %)
6.1% °

2007456 H30H 1F > DL B AT SRAT 4
SR BRI 7 SR 30T TR B 30 B i R AT T 8 R R
B e R TR (A R P -

JRE AT B 3K
Unaudited Audited
30 June 31 December
2007 2006
6H30H 12HA31H
2007 F 2006
RGBS 2RES
163,636 163,636
16,364 16,364
81,215 81,215
26,669 10,685
124,248 108,264
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(d)

notes:

(i)  The RMB180 million from TMEB taken during 2005 is specifically for
construction of sewage water processing plants. The loan is
repayable in equal instalments over eleven years from 2007. The
loan bears interest at 5% per annum for the first six years. From the
seventh year to maturity, the interest will be based on the one-year
deposit plus 0.3% premium.

(ii)  Of the total amount loaned by TMEB, RMB81 million (2006:
81million) is specifically for the same purpose and under same
terms as loan stated in note (iii) below.

(iii) The RMB27 million (2006: RMB11 million) borrowed from the
Tianjin Municipal Government was for the construction of the
Group'’s water recycling plant. The loan is interest free and the
method and date of repayment which is supposed to be
determined after the completion of the said plant has yet to be
finalised.

(iv)  The repayment scheme for the RMB81 million and RMB27 million
loans mentioned in (ii) and (iii) above is still under negotiation. As
the terms are uncertain, these loans have been classified as current
liabilities.

Convertible bonds payable:

Liability component of convertible
bonds

No. of units (‘000) BB (FFD)
The value of the liability component, included in long-term
borrowings, was carried at amortised cost and calculated
using a market interest rate for an equivalent non-
convertible bond. The residual amount, representing the
value of the equity conversion component, is included in
shareholders’ equity in other reserves net of deferred
income taxes. Interest expense on the bonds is calculated
using the effective interest method by applying the effective
interest rate of 5.6% to the liability component.

During this period, RMB 277,810,000 bonds were converted
into the Company’s A share at RMB3.86 per share. As a result
of the conversion, the Company’s share capital and capital
reserve increased by RMB71,971,000 and RMB205,839,000,
respectively.
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AR — B R

B

(i)  20054FE4E KT BUR B 2 N R 1848 T
BIGKIERREZHEES - 2 & 01K
20074 R 4F 11AF B M A5 o 45 30R 3 1) 645
F55% > FEEET AR A 5 — 4 IR HOR] 2
0.3% °

(i) TEAE R EUR AT 2 At - ARW
8,100 JG (20054F © AR #58,100# 50) 2 H
i BGHIR R 5 R G IR o

(iii) A R¥2,7008 JC (20064 © AR ¥1,1008
TC) By T R KA T R T T UG S
MRS A HE B K R R - % BN R
BB B A AR T ik A K R e AR B
13K i R

(iv) LA ETE RGN i) T 8 s 1A R 8,100
B U R 2,700 85 I B 3K 2 18R G

A LAY O P RS o R SO R A T E

fa S B RO Y B R ) B A e
JE AR BT 488 £ 25

Unaudited Audited

30 June 31 December

2007 2006

6A30H 12A31H

20074 2006

REEST 2RES

85,469 374,844

943 3,721

FUTR RIS 3 2 A R R AR 2
EL(E > AR e O M ) 2 AL 20 2 W) A
Z 2 T R EI AT - 07 LR 51
o HRER N BRALAR 20 IR 2 W45 R 2 A
B - AR 2 FIE 2 LA5.6%2 3T B
HAEBEA R LR -

7 1 [ A A R #277,810,0007C T
N EE SR Sy AN A AR SR B
TEAE By N3 86 L HE I » BEEAR » AR
A 2 T AR R AR i R A A B AR
71,971,0007C F1 A K #205,839,0007C



11. Trade and other payables

Dividend payable (note (a))

Construction costs payable

Payable for purchase of property,
plant and equipment

Advances received

Advances from TSC

Payable to Fuyang Construction
Committee (Note 8(ii))

Accrued expenses

Trade payables (note(b))

Others

1"

HERTBER] (7EFEa))
JERT B R A
JEAT I W28 ~ WS S et

FR
BB 24 ALK
HERT LIRS (W3 8(ii))

TR T
2o AR (7EFED))
HoAtb

The carrying value of trade and other payables approximates to

their fair value due to their short-term maturities.

notes:

(a) The balance as at 30 June 2007 represented RMB56,105,000 dividend
declared for the year ended 31 December 2006 and RMB1,279,000

dividend declared in prior years.

(b)  Ageing of trade payables are as follows:

One to two years
Within one year

1-2 4F
LRI

EZRARREMENR

PR £ 20 S R o DL b R A R A LAt

Unaudited Audited
30 June 31 December
2007 2006
6H30H 12A31H
2007 20064
REE BEE
57,384 1,299
10,992 64,696
49,044 30,371
86,986 50,431
27,385 27,385
10,200 10,200
10,975 11,879
6,227 9,852
34,806 47,145
293,999 253,258

ARF 350 A R TR A 0 A 28 SR AR (B B3

i

(a)

(b)

20074F 61 30 H 2 ) 45 5 20064F Ji£ it #] A R
56,105,0007C M DA A 4F B RN R 1,279,000

JG >
B AR B I
Unaudited Audited
30 June 31 December
2007 2006
6H30H 12A31H
2007 & 20064
RGBS 2REL
6,227 9,852
6,227 9,852

RERAXBRROAFRADVO-_EZTLFEFTHERS
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12. Operating profit 12 KEBF

Operating profit is stated after (crediting)/ charging the HERNCFEA LI TIIIEAE -
following:
Unaudited
For the six months ended
RGER

BZ6 A30HLLXEA
30 June 2007 30 June 2006

20074 20064
Crediting: A -
Rental i ON (4,632) (2,050)
Interest income FLEMA (1,935) 1,761)
Charging: il
Depreciation and amortisation expenses Prgs KAk 2 A 91,471 54,667
Staff costs B LA 13,501 16,515
Raw materials and consumables used JERA R B RE b A 12,382 6,315
Repair and maintenance expenses (3L 8,050 8,217
13. Finance costs 13 ®ERK
Unaudited
For the six months ended
RECET
HZ6 A30RH1EAEA
30 June 2007 30 June 2006
20074 20064
Interest expense on : FEZEH -
— bank borrowings — BRAT LG, 64,381 48,861
— liability component of —AEE S 5
convertible bonds A B A 5 999 9,405
Less: capitalised interest B BRI — (17,609)
65,380 40,657
Other (gains)/borrowing costs Hft (diezs) /Rl A (2,628) 1,167

62,752 41,824
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14.

15.

Income tax expense 14 FEHER

No Hong Kong profits tax has been provided as the Group has no
assessable profit in Hong Kong (2006: Nil). PRC income tax has
been charged at between 7.5% to 33% on the respective
assessable profits of the Company and its subsidiaries (2006: 33%).

A AR 42 ] 8 20074 6 H 30 H 1k 61 H
T SN0 0 A S b T ) B SRR 2 ] (2006
A AEE) > PIT DI WA U TR B o R
B 2 ) 2 T B e R A % ) e LB g 2 )
AW T 45 A R RE LB B R i IR T7.5% 5
33% B F5HA (20064F : 33%) o

Unaudited
For the six months ended
RIGE
BZ6 A30ALKEA
30 June 2007 30 June 2006

2007 2006%F
Tax charge comprises: BRI
Current PRC income tax A T A 47,114 51,830
Deferred income tax R SE T A5 627 1,573)
47,741 50,257
Earnings per share 15 BREF

(a) The calculation of basic earnings per share is based on profit
attributable to shareholders of RMB110,585,000
(2006:RMB93,030,000) and 1,366,651,500 shares (2006:
1,330,664,000) in issue during the period.

Profit attributable to equity holders AN FRE S 5 NI B

of the Company

(a)

g R ) R 9 A D G BB A 2 ) N R
110,585,0007C ( 20064F : A R %
93,030,0000C ) DL K 3 4 © % 4T Bk
1,366,651,5008% &%t & (20064
1,330,664,0001) ©

Unaudited
For the six months ended
REEE
HZ6 A30RHIEAEA
30 June 2007 30 June 2006

Weighted average number of ordinary CEA T R I RET 8 ()

shares in issue (million)

Basic earnings per share (RMB per share) B REEAFF] (AR

2007 & 20065
110,585 93,030
1,367 1,331
0.08 0.07
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(b) Diluted earnings per share is calculated adjusting the weighted (b) T R ) A Rl P A ] 0 1) VB TE

average number of ordinary shares outstanding to assume W S AR BT e iR
conversion of all dilutive potential ordinary shares. The TR B o AR mIAT — ST i YT
Company has one category of dilutive potential ordinary shares: TABME - TR o (BRakiE L ] R A
convertible debt. The convertible debt is assumed to have been 7 R A 3 B > T 9 A ) AR R T
converted into ordinary shares and the net profit is adjusted to ERBUB R BE R E A - MBMEHE
eliminate the interest expense less the tax effect. The relevant mF -

calculation is set out as follows:

Unaudited
For the six months ended
KEEEE
BZ6 A30HIEAREA
30 June 2007 30 June 2006

20074 20064

Profit attributable to equity holders A\ FIEFREA AL 2R

of the Company 110,585 93,030
Interest expense on convertible debt  HJ#% A5 A9 F 5 2 )

(net of tax) (F1ERBEIE) 1,484 3,141
Profit used to determine diluted FE AT e RO 28 R ) 28 )

earnings per share 112,069 96,171
Weighted average number of ordinary £ 884 75 48 1) I

shares in issue (thousands) FEE (TR 1,366,651 1,330,664
Adjustments for - assumed conversion % — {5 % ] g fi 2

of convertible debt (thousands) Wi (FHRET) 24,419 95,402
Weighted average number of ordinary #4845 R 22 01 143 4 1

shares for diluted earnings per share [P (FR&E)

(thousands) 1,391,070 1,426,066
Diluted earnings per share T IRIRREELA] (7R R HETT)

(RMB per share) 0.08 0.07
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16. 16 FHRE

Interim dividends

30 June 2007

2006 > BAHAE AN RE0.04 J0HERL
(2005 4E B > ATRLE
NEHE0.04 05 %)

2006 final, declared of RMB0.04
(2005 final, paid of RMB0.04) per share

Unaudited

For the six months ended

REET
BZ6 A30HLEAEA
30 June 2006

2007 20064

56,105 53,226

No dividend was proposed by the Board of Directors of the
Company for the six months ended 30 June 2007 (2006: nil).

17. Commitments

AESA

The Group’s capital commitments at the balance sheet date in
respect of construction projects is as follows:

s

Contracted but
not provided for

EENRBE
Unaudited Audited
REGES 2RET
30 June 31 December
2007 2006
2007 20064
6H30H 12A31H
RMB’ million RMB’ million

ANRBHHTT NRWHET

AN B 5 iR 1200746 A 30 H 1k 5l A
107 TH] S e 7 SRR B S (20064F ¢ ME) o

A A A A BV K PR R R ) AR

Authorised but
not contracted for

ERUERED

Unaudited Audited
REGEF 2RE
30 June 31 December
2007 2006
20074 20064
6HA30H 12A31H
RMB’ million RMB’ million

AR HIL AR % T

Sewage water processing 75 /K i Pt
plants in: HH -
—Ji Zhuang Zi —ARET — 4 — —
- Xian Yang Lu — SRR — 2 — —
- Bei Cang s — 2 — —
— Chi Bi — JREE 34 59 — —
- Hang Zhou — B 341 341 — —
—Hong Hu 3] 16 16 — —
- Wen Deng — 30K — — 120 —
Recycled water factories:  H17KJ :
— Xian Yang Lu — R 17 67 50 —
— Bei Chen —JuE 18 2 77 107
- Dong Jiao — HAB — — 129 —
426 493 376 10
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18. Related party transactions

The majority of the business activities of the Company and its
subsidiaries are conducted with state-owned enterprises
(thereafter “SOE”). The Company and its subsidiaries have
established procedures to determine, to the extent possible, the
identification of the ownership structures of its customers and
suppliers as to whether they are SOE. Management believes that
all material related party balances and transactions have been
adequately disclosed.

In addition to the related party information shown elsewhere in
the condensed consolidated interim financial information, the
following is a summary of significant related party transactions
entered into in the ordinary course of the business between the
Company and its subsidiaries and their related parties during the
period and balances arising from related party transactions at the
end of the period.

(a) Transactions with TMICL and its supervisory entities:

Revenue earned from TSC for

sewage water processing services

PP A AR 2
3 K BRI A

(b) Transactions with other state-owned enterprises:

Payment for plants construction SR TR
Drawdown of short-term loan MEAF I B
Drawdown of long-term loan ERFR R
Interest expenses FE S

18
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BU®ZS

AN T B FE TN ) 2 R S T B A
A SEHEAT o AL F] JOH T F) B T AR M A A
e 2 R SACGH I & B e 5 2 B A
3 o LR ARAR T A K WO 2 R W 7 B R L
52 oy #h B KLY e O M 4 B

W T 7 A Bl B A e 00 B R G A R 0 51 7R
Z R 5 AN o T SCER A T AR R R T
) B HL R B 5 A SR A 2 A AT SRR A
HEAT 2 B R BRI T 5 52 o A TR 2 Bl Wk 22 B 7 AR
IR BRER

(a)  BEOKHETTBCE B AT PR ) Je LB A2

Unaudited
For the six months ended
R&EE
HZ6 A30RHIEAEA
30 June 2007 30 June 2006
20074 20064
Rmb’million Rmb’million

AREBHET

AREHET

311 284

(b) BRI A [ A7 4> 36 52 ) 8% AR

Unaudited
For the six months ended
REEE
HZ6 H30RHIEAEA
30 June 2007 30 June 2006
20074 20064
Rmb’million Rmb’million
AREEHET ARBEHET
44 68
234 260
350 60
64 26



The period end balances with TMICL and other state-owned
enterprises are included in the financial statements as

follows:
Convertible bonds held by TMICL REETTHR G A R A
P45 T AR 05
Current liabilities REBEE
Trade and other payables JREAST MR R G A B A R K

() Key management compensation for the period ended 30
June 2007 is summarised as follows:

Salaries and other short-term T KA B TARF
employee benefits
Other long-term benefits HAt = 134
19. Subsequent events 19

On 31 July 2007, the Board of Directors of the Company resolved
to exercise its option to redeem all the outstanding convertible
bonds issued by the Company as at 27 August 2007, at a
consideration of 106.7% (including interest and premium of 4.7%
and 2%, respectively) of each bond'’s face value, in accordance
with the term of the issuance.

TEAMRH > BLIR T B AT R 7 &
HCA B AT A 658 By AEORBRELAN T PR

Unaudited Audited
30 June 31 December
2007 2006
6H30H 12A31H
2007 F 20064
RMB’million RMB’million

A B H & AR H #T

— 209

56 202

045 HL 8 A 2 R 2007456 H 30 H 1F 2 #t
HE 48 40 R

Unaudited
For the six months ended
RIGE
BZ6 A30ALKEA
30 June 2007 30 June 2006

20075 20064
2,741 2,554
460 61
3,201 2,615

MRER

200747 H31H » AN ) 3 3 6 feaR AR g A
O ) AR N A R S S AR R R T R 2 A
BAHLE N Al 19 88 £ 20074E8 H27H 1k 2 W]
GRS 2 R A AN LSRR 2R THH 2 106.7%
(045 4.7% 1 FI) 2. e 2% 1 Wi 18 42) A0 E AT (8
[ B HE
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(I) Prepared in accordance with PRC GAAP

BALANCE SHEETS

AS AT 30 JUNE 2007

ASSETS BE

CURRENT ASSETS RBEE
Cash balances E¥Ee
Notes receivables e
Trade receivables JEURER R
Other receivables H A RER
Prepayments to suppliers ERERT
Inventories 3=
Total current assets REEEA

NON-CURRENT ASSETS FREBEE
Long-term equity investments RUIERE
Fixed assets EIEEE
Investment property REUREE
Construction in progress ERTRE
Fixed assets pending disposal EIEEEBE
Trade receivables due after oneyear R EIEUTH
Long-term prepaid expense ROGEER
Intangible assets EVEE
Other long-term assets HiREE
Deferred tax assets REMGHAE
Total of non current assets FRBEERT

TOTAL ASSETS BEMAT

Notes

o=

o O NN Db

10

(D) REFBEAR

B RAUER

BEEREBX
200746 H30H
Group Company
&t AH
Unaudited Audited Unaudited Audited
30 June 31 December 30 June 31 December
2007 2006 2007 2006
REES BRET REEG BRE
R20074F #2006 R2007F 20065
6H30AH 128318 6A30AH 12A31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ARETFT ARETFT ARETFT ARETFT
819,684 733,744 545,433 607,136
8,100 — 8,100 —
246,382 43,210 218,792 16,473
24,710 16,927 64,627 83,584
20,582 11,433 780 535
6,877 7,839 2,530 2,699
1,126,335 813,153 840,262 710,427
70,159 67,660 744,751 696,751
3,154,238 2,873,430 2,097,871 1,810,254
113,828 113,925 96,520 97,611
139,822 415,418 3,770 302,519
4 — 4 —
749,973 749,973 749,973 749,973
99,531 102,079 — —
693,768 704,466 571,263 578,741
17,600 40,067 17,600 40,067
792 2,288 792 2,288
5,039,715 5,069,306 4,282,544 4,278,204
6,166,050 5,882,459 5,122,806 4,988,631
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LIABILITIES AND
SHAREHOLDERS' EQUITY
CURRENT LIABILITIES
Short-term loans
Accounts payable
Advances from customers
Wage payables
Dividend payable
Taxes payable
Other payables
Interest payable
Current portion of
long-term loans
Current portion of
long term payables

Total current liabilities

LONG-TERM LIABILITIES
Long-term loans
Convertible bonds
Long term payables
Specific payables
Deferred income tax liabilities

Total long-term liabilities
TOTAL LIABILITIES

SHAREHOLDERS' EQUITY
Share capital
Capital reserve fund
General reserves
Undistributed profits
Minority interests

Total shareholders’ equity

TOTAL LIABILITIES AND
SHAREHOLDERS' EQUITY

The accompanying notes form an integral part of these financial

statements.
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1
12
13

14
15
16

19

17
18
20

21
22
22
23

Group Company
&8 RF
Unaudited Audited Unaudited Audited
30 June 31 December 30 June 31 December
2007 2006 2007 2006
REE 2RE REEG 2B
#2007F #2006 #2007F #20065
6H30H 12A31H 6H30A 12A31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT AREFT AREFT AREFT
556,000 691,000 541,000 676,000
6,227 9,852 2,200 3,563
114,748 79,417 28,901 28,901
8,578 9,541 7,217 8,139
57,384 1,299 57,384 1,299
65,118 71,452 62,621 67,327
88,207 133,020 29,190 97,188
4,069 5,853 4,069 5,853
209,250 99,250 134,000 74,000
134,448 118,464 16,364 16,364
1,244,029 1,219,148 882,946 978,634
1,837,375 1,619,500 1,262,000 1,071,000
85,469 374,844 85,469 374,844
163,636 163,636 163,636 163,636
1,493 2,362 1,493 2,362
2,087,973 2,160,342 1,512,598 1,611,842
3,332,002 3,379,490 2,395,544 2,590,476
1,402,637 1,330,666 1,402,637 1,330,666
307,137 101,297 307,137 101,297
220,356 220,356 217,734 217,734
789,018 734,539 799,754 748,458
114,900 116,111
2,834,048 2,502,969 2,727,262 2,398,155
6,166,050 5,882,459 5,122,806 4,988,631

RS RRMTRESTHRROARIBS
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INCOME STATEMENTS blbES

FOR THE SIX MONTHS ENDED 30 JUNE 2007 #HZE2007F6H30H 1616 A
Group Company
& A
Notes Unaudited Unaudited Unaudited Unaudited
Six months Six months Six months Six months
Ended 30 Ended 30 Ended 30 Ended 30
June 2007 June 2006 June 2007 June 2006
Wizt REET REET REET REET
Bz B8z Bz Bz
2007 F 2006 F 2007 F 2006 F
6H30H 6HA30H 6A30H 6A30H
Lt6f8A Lt6fEA t6fEA t6fEA
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT AREFT AREFT AREFT
1. Income from operations —EERA 24 474,882 366,986 367,700 319,364
Less: Cost for operations B EERA (198,262) (130,104) (123,489) (93,561)
Business tax and surcharges XS RAm (20,367) (17,641) (20,014) (17,440)
Selling and Administrative expenses EERERER (41,799) (37,509) (30,081) (26,029)
Financial expenses - net HHEA 25 (60,854) (40,099 (41,302) (36,742
Add: Investment income BB 26 2,499 — — —
Including:Share of profit of Hep: g
an associate R E Wa 2,499 — — —
2. Profit from operations T EERE 156,099 141,633 152,814 145,592
Add: Non-operating income M EEINRA 1,352 1,013 6 7
Less: Non-operating expenses W RN (336) (62) (46) (61)
3. Total profit = FBeE 157,115 142,584 152,774 145,538
Less: Income tax W FTSRER (47,741) (50,257) (45,372) (48,639)
4.  Net profit FRE 109,374 92,327 107,402 96,899
Attributable to BERRA
Equity holders of the Company FEE 110,585 93,030
Minority interests DERREER (1,211) (703)
5. Earnings per share for profit I REEHER
attributable to the equity RARFAEER
holders of the Company BRkE
during the period
(i) Basic (=) EXBhRYE 0.08 0.07
(i) Diluted (Z) REShE 0.08 0.07

The accompanying notes form an integral part of these financial ZHMETHRMIBESHBRVARIS -
statements.
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CASH FLOW STATEMENTS
FOR THE SIX MONTHS ENDED 30 JUNE 2007

1. Cash flows from operating activities
Cash received from rendering of services
Refund of tax and levies
Other cash received relating to

operating activities

Sub-total of cash inflows
Cash paid for goods and services
Cash paid to and on behalf of employees

Taxes paid
Other cash paid relating to operating activities

Sub-total of cash outflows
Net cash flows from operating activities
2. Cash flows from investing activities
Cash received from disposal of fixed assets
Other cash received from investing activities
Sub-total of cash inflows
Cash paid to invest in new subsidiaries
Cash paid to acquire fixed assets and
other long-term assets
Other cash payments from investing activities

Sub-total of cash outflows

Net cash flows from investing activities

REBAEXEBRRHOAERA

RERER
B Z200796H30H 1-618 A
Group Company
Unaudited Unaudited
Six months Six months
Ended 30 Ended 30
June 2007 June 2007
=y AF
RICET REE
Bz S
2007 & 2007 &£
6H30R 6H30H
k6f@A It6{EA
Rmb’000 Rmb’000
AREFT ARETFT
- RETHELANEERE
HEMD  RESBEXINES 289,961 153,441
R &iRE 340 _
YRR B RS
BHNR: 16,304 6,764
RETBHHESRA DG 306,605 160,205
EERD  BEXBBINNRS (92,077) (52,025)
SRGERINEARTIZAAES (27,396) (15,242)
ZRNEERE (77,701) (70,239)
TRHEMELEFHEENRS (54,903) (41,835)
RETHRETIE &t (252,077) (179,341)
REEHELNREREFE 54,528 (19,136)
Z RETHEEANRERE
REBATEENRENERE 121 97
WEIEmEE B EHERNE S 17,227 17,135
REZBHEESRA DG 17,348 17,232
REZHMRE — (48,000)
BRETEENEMRS
BEXANERS (141,701) (98,358)
TRMEMEREEHEBENRS (4,300) —
RETBHRSTRE et (146,001) (146,358)
RETHELENRESRERR (128,653) (129,126)

Ae-_ZEETLEFEHTHRESE
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3. Cash flows from financing activities = BEEHELENRSRE:
Cash received from borrowings BV EFRUE E’ﬁﬂi
Other cash receipts relating to financing activities BRI EMREREDHEMNRE

Sub-total of cash inflows BEEBREMANG
Cash repayments of amounts borrowed BREBINNRS
Cash payments for interest expenses ERFISHNEREE
Other cash payments relating to XMHEMEREEED

financing activities ARNEE

Sub-total of cash outflows EETHRLME Nt
Net cash flows from financing activities EEEDELNRENETF

4. Net increase/(decrease) in cash CReFEMmS (B 8

Group
Unaudited
Six months
Ended 30
June 2007
=
RiET
B2

2007 &
6H30A
k6fEA
Rmb’000
AREFT

403,000
37,933

440,933

(210,125)
(75,201)

(842)

(286,168)

154,765

80,640

Company
Unaudited
Six months
Ended 30
June 2007
DT
REET
BZ

2007 &
6H30H
6 @A
Rmb’000
AREFT

313,000
21,933

334,933

(197,000)
(55,831)

(842)

(253,673)

81,260

(67,002)

The accompanying notes form an integral part of these financial #METHERMEIHESHBRVARIS -

statements.
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COMPANY PROFILE AND PRINCIPAL ACTIVITIES

Tianjin Capital Environmental Protection Company Limited (the
“Company”) was established on 8 June 1993 in the People’s Republic
of China (the “PRC"”) as a joint stock limited company. The
Company’s address is TCEP Building, 76 Weijin South Road, Nankai
District, Tianjin, the PRC. The activities of the Company and its
subsidiaries (the “Group”) include sewage water processing, tap
water supply, production of recycled water and operation of toll
roads.

The operation mode of the Group'’s principal activities is described
below:

(a) Sewage water processing

Water Processing Agreement:

Pursuant to relevant agreements, the Group currently provides
sewage water processing services via following plants:

Plant Location Contract Date

wE SR B

Dong Jiao, Tianjin 10 October 2000

— ARHTREEEHR

FKERERRBMBERDR ([AAA]) R
1993F 6 ASHAERZE AR LME ([ E]) 5T
MR BRG] » RARM P AU A
FEAEZTEREAEZEKICRAERRKX
B o ARAIRETAR ([AEE]) REFHEE
¥BBIESKERE - BRKEK - RKFIER
U Bk 2E T o

UTRAEETEEBNLERA

(a) JFKREBIEER
SKEBEEGE -

KRB E - ARBBBN TI5KER
R bR 05 K R 12 AR TS

Customer

EF

Tianjin Sewage Company (“TSC")
RAEMHAKAE ([BEKRAT)
TSC

BEKAF]

TSC

BEK A A

TSC

A R 20004104 10H
Ji Zhuang Zi, Tianjin 10 October 2000
RE T 20004104 10H
Xian Yang Lu, Tianjin 10 October 2000
RE RS 20004104 10H
Bei Cang, Tianjin 10 October 2000
X2 dbE 20004 10A10H
Guiyang, Guizhou 16 September 2004
= - 200494 16H
Baoying, Jiangsu 13 June 2005

TH B
Fuyang, Anhui

zR BB
Quijing, Yunnan
=R
Honghu, Hubei
AL B
Hangzhou, Zhejiang
AT A

2005467 13H
18 December 2005
200512 A 18H
25 December 2005
2005412 A 25H
29 December 2005
2005412 A 29H
20 November 2006
2006411 A 20H

BEKAF]

Guiyang City Administration Bureau
EEHTEER

Baoying construction Bureau
BREFRERE

Anhui Fuyang Construction Committee
BEEMEREE®

Quijing City Water General Company
3B T P K AR A R

Honghu construction Bureau

T ERSE

Hangzhou Sewage Company

TN EEKB R A A

RERAXBRROAFRADVO-_EZTLFEFTHERS
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The principal pricing formula as set out in the relevant contracts
are briefly summarised below:

Dong Jiao:

The Company will have full recovery of actual operating costs,
including depreciation and amortisation of fixed assets,
excluding interest expenses and foreign exchange gains or
losses and at minimum:

(i) earnsareturn of 15% per annum of the average balance of
the monthly net book value of fixed assets (as defined in
the agreement) of the plants; and

(i) incentive pricing adjustments will be made for cost saving
and/or when actual processing volume exceeds the
minimum processing volume stipulated in the agreement.

Ji Zhuang Zi, Xian Yang Lu and Bei Cang:

Based on the supplementary agreement reached with TSC on
10 March 2006, the Company is entitled to sewage processing
fee at Rmb1.93 per cubic meter from the completion date of
construction to the completion date of inspection of Ji Zhuang
Zi, XianYang Lu and Bei Cang Plants. Processing fee after the
completion of inspection of these plants will be will be collected
from TSC using the same principle as Dong Jiao plant.

The water quality of sewage water processing of the three
projects mentioned above basically reached the required
standards in January 2006. The three projects were not
completed in early 2007 as expected, but according to current
estimate, the completion is expected to be no later than the end
of 2007.

Other sewage processing plants:

Initial sewage water processing price ranges from RMB0.60 to
RMB1.12 per cubic meter. In addition:

(i) processing price as determined above may be revised
pursuant to the price adjustment formula agreed in the
contract after considering various factors including
renovation of equipment, additional investment, power
and energy and labour force, and other significant
changes of government policy;

(i) except for Guizhou, customers in their regions guaranteed
a minimum processing volume. If the actual volume is
lower than the guaranteed volume, processing fee will be
settled based on the guaranteed volume;

Tianjin Capital Environmental Protection Company Limited ¢ 2007 Interim Report
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(i) following the official operation of the Guizhou Sewage
Water Processing Plant for two years, the initial price will
be determined by both parties using the price
determination formula stipulated in the relevant
agreement. The price determination formula allows the
actual operating costs to be covered in full by sewage
water processing operations, including operating cost,
depreciation, income tax and a return of 8% on budgeted
net assets of the plant. On 6 December 2006, Guiyang
Price Bureau confirmed the new price at Rmb0.83 per
cubic meter for the year 2007.

(b) Construction of sewage water processing plants

(o)

The construction of |i Zhuang Zi, Xian Yang Lu and Bei Cang
was completed in late 2005. The Company did not incur
sewage water processing plant construction fee since 2006. For
the background to the relevant agreements of sewage water
processing plants since 2003, refers to the annual financial
statements of the Group for the year ended 31 December 2006.

Road toll stations

There are no changes of terms in the following agreements since
2003, the background is detailed as below:

Prior to 2003, the Company owned the right, to set up toll
stations at the junctions between the Tianjin city roads and
expressways leading to the city, and to collect tolls generally
from non-Tianjin registered motor vehicles (other than those
exempted by law) passing these toll stations. The right was for
a term expiring on 28 February 2029.

During 2003, following the reform of the public transportation
network, the Tianjin Municipal Government relocated certain
toll stations, including those of the Company, to the boundary
of the interstate highways surrounding Tianjin. The collection of
tolls from non-Tianjin registered vehicles was then centralised at
a Tianjin Toll Collection Office (“Toll Collection Office”) set up by
TMEB. As a result, the Company’s toll stations were demolished
since 31 May 2003 and TMEB agreed to compensate the
Company principally as follows:

e  aone-off cash compensation by TMEB equivalent to the
net book value of the assets of the demolished toll stations
as at 30 June 2003 of about Rmb33 million;

e compensation for loss in revenue, during the period from
31 May 2003 to the date of completion of construction of
the new toll stations, equivalent to the revenue received in
the same period of last year of about Rmb5.5 million net of
expenses; and

(b)

(c)
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e  Company was granted the collection right of six new toll
stations from 1 July 2003 to 28 February 2029. However,
the Company is not allowed to transfer, lease or pledge the
right to other parties without TMEB’s consent.

In tandem, the Company entered into an agreement (“Toll
Collection Agreement”) with Toll Collection Office on 24 July
2003 with following principal terms:

e the Company engaged the Toll Collection Office to collect
the tolls at the six new toll stations on its behalf for which
it will pay a management fee;

e the Company is to receive the actual tolls collected from
the six new stations for the corresponding period/year,
subject to minimum toll fee for each period/year based on
the forecast traffic flow and tolls for the corresponding
period/year as stipulated in a traffic flow and tolls forecast
report for the six new toll stations issued by a professional
consulting company in July 2003; and

e any shortfall to the Company between actual and the
agreed minimum will be compensated to the Company by
the Toll Collection Office.

(d) Tap water processing

Pursuant to agreement reached with Qujing City Water General
Company on 25 December 2005, a subsidiary of the Company,
Quijing Capital Water Co., Ltd., provides tap water supply
service to Qujing City via the Yunnan Qujing tap water
processing plant. Tap water processing price is Rmb1.1 per
cubic meter for the three years to 2008, and will increase in
stage to Rmb1.25 per cubic meter by 2036. In addition:

(i)  Processing price as determined above may be revised after
considering various cost factors based on contract terms;

(i) Qujing City Water General Company guarantees a
minimum supply volume. If the actual volume is lower
than the guaranteed volume, supply fee will be settled
using the guaranteed volume.
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BASIS OF PREPARATION OF FINANCIAL STATEMENTS

— Adoption of Accounting Standards

The Group originally prepared the financial statements in
accordance with the Accounting Standards and the Accounting
System for Business Enterprises (collective as “Old Accounting
Standards”) promulgated by the Central Government of the
People’s Republic of China prior to 15 February 2006 and on 25
December 2000 respectively. The Group adopted the China
Accounting Standards (“CAS”) promulgated by the Ministry of
Finance on 15 February 2006 effective from 1 January 2007.
These interim financial statements are the first financial

statements prepared under CAS.

Pursuant to the relevant regulation of “No.1T Comments From
Specialist Team of Implementation of CAS”, the 2006

comparatives are restated accordingly.

Major effective items are described as below:

(1) The Groups originally accounted for secured bank 1.
deposits of convertible bonds as “Cash and bank
balances”. Pursuant to the relevant regulations of CAS,
such bank deposit shall be classified as “Loans and
receivables”, and measured at amortised cost using the

effective interest method.

(2) Pursuant to the relevant regulations of CAS, The 2.
Group’s convertible bonds shall be classified as
“Financial liabilities”, which subsequent measured at
amortised cost using the effective interest method.

(3) Pursuant to the regulations of “CAS 33 — Consolidated 3.
Financial Statements”, the Group’s minority interest of
consolidated financial statements shall be presented

within shareholders’ equity.

— Going concern

As at 30 June 2007, the Group and the Company’s current
liabilities exceeded its current assets which amounted to
approximately Rmb118 million and Rmb43 million
respectively. Despite the forgoing, these financial
statements have been prepared on a going concern basis,
because the Directors of the Company believe that the
undrawn banking facilities together with the continuing

T MBBRNERER

— RENSTER

ANEE R A20064F2 A16 A LART B
¥ @ 51 B A1 20005 12 8 29 B 48 i #Y
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K o

ERBEATERKRE - 20065 Z [ HH)
MR RBBEERR(EE ST ENER
FMBEERTHEEAERFE -5 NEHEM
EMRERAT2EENNIEA -

BREBEBFER

AEEREHEE S /AUERESER
MRES Rt AIE®ESIMAE
TE - REBEXEFERNRTE
RERTARNEEFA] - KA
BERMERRBRKAGE -

AEEEAEEAERABES -
REBOEESFEN  BRERTHE
TRIEBAGR] REBEREMX
ERERRAETRENE -

AEBERAZRRERSTEZ
FNattmR OB RERD - RE
(hEEFHERE33 — A G BER
=)WV TE FE AL — At ABCR # s

— FERERR

B ZE2007F6 A30H I - AEBEKERAQF]
NEBEERRAERBEES I AARE
1.18BTT R ARK0.431E7T - EEFIME
REERARBELAERTHNBRITEE
HENIBAEERAAREEIHE
% A AEBEARBIARBELCLER
RAEEMBRRAPENEEHRE -

support of the Group’s banker are sufficient to enable the
Group and the Company to meet their respective liabilities

as and when they fall due.
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STATEMENT OF COMPLIANCE OF CAS

These interim financial statements present fairly, the financial
positions of the Group and the Company as at 30 June 2007, and
information respecting their financial performances and cash
flows for the six months ended June 2007 in accordance with the
relevant requirements of CAS.

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING g
ESTIMATE

(1) Financial year

The financial year is from 1 January to 31 December of each
calendar year. These accounts represent the interim accounts of
the year 2007 and therefore are prepared only up to the period
ended 30 June.

(2) Reporting currency

The reporting currency is Renminbi (“Rmb”).

(3) Cash

For the purpose of cash flow statement, cash comprises cash in
hand and deposits repayable on demand.

(4) Receivables

Receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market,
which comprise trade and other receivables. The Group’s trade
receivables arising from sale of goods and rendered services are
initially recognized on the amount for the fair value of
contracted amount with customers. The trade receivables are
presented at amortised cost using effective interest method less
provision for doubtful debts.

For those receivables with significant amount, the provision is
made against differences of present value of its estimated future
cash flows lower than its carrying value as a result of separate
impairment test, when there are evidences to indicate that the
Group is unable to collect all the outstanding balances
according to the term of receivables.

For the remaining receivables, together with those receivables
without impairment risk as a result of separate impairment test
described as above, are divided into certain groups according to
their respective feature of credit risk. The provision is made
according to respective groups’ percentages of provision for
doubtful debts, which are determined based on current
circumstances and the actual loss rate of the respective groups
with same or similar feature of credit risk during previous
periods.
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(6)

Inventories

Inventories comprise raw materials, work in progress, finished
goods and consumables, which are state at the lower of cost
and net realisable value.

Cost is determined on the weighed average basis. The cost of
finished goods and work in progress comprises raw materials,
direct labour and an allocation of all production overheads
incurred based on normal operating capacity. Consumables
comprises low value consumables and package materials, which
are recognized in the production cost as used at 50% and 100%
of its cost respectively.

Provision for declines in the values of inventories are determined
on the differences between the carrying value of the inventories
higher than their net realisable value. Net realisable value is
determined on the basis of anticipated sales proceeds less
estimated distribution and selling expenses.

The Group adopts perpetual inventory system to maintain its
inventories.

Long-term equity investments

Long-term equity investments comprise the Company’s
investment in subsidiaries and associate and other investments
without control, joint control or significant influence to investee,
without quotation in an active market and its fair value cannot
be measured reliably.

(i) Investmentin subsidiaries

Subsidiaries are all entities over which the Company is able
to control, the Company has the power to govern the
financial and operating policies of an entity so as to obtain
benefits from its activities. The existence and effect of
potential voting rights of convertible bonds or exercisable
warrants that are currently exercisable or convertible are
considered when assessing whether the Group controls
another entity. In the Company’s separate financial
statements, the investments in subsidiaries are stated at
cost, which are changed to equity accounting when the
consolidated financial statements are prepared.

The investments in subsidiaries are recognized at initial
cost under cost method. The cash dividends or profit
declared by the investee are recognized as investment
income in the declared period. The recognized investment
income are not exceeded the appropriation of
accumulated profit of investee since investment made, any
excessive portion as above are regarded as return of initial
investment cost.
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(i)

(iii)

)

Interest in joint ventures and Investment in associates

Joint ventures are all entities jointly controlled by the
Group and other parties. Associates are all entities over
which the Group has significant influence on the financial
and operating policies.

Interests in joint ventures and investment in associates are
accounted for using the equity method of accounting and
are initially recognised at cost. If the cost of investment
exceeds the investor’s share of the fair value of the
associate’s identifiable net assets, the differences are
included in the cost of the investment. Any excess of the
investor’s share of the fair value of the associate’s
identifiable net assets over the cost of the investment is
excluded from the carrying amount of the investment and
is instead included in the income statement.

Under the equity method, the investor’s share of the profit
or loss of the investee is recognised in the investor’s profit
or loss. If an investor’s share of losses of an associate equals
or exceeds its interest in the associate, the investor
discontinues recognising its share of further losses, unless
the Group has obligation to undertake any additional loss
according to the criteria of provision under the relevant
accounting standard of contingency. Otherwise, the
carrying amount of the investment and other long term
equities in the investee is reduced to the extent of zero.
The changes of investee’s equity other than net profit are
directly recognized as capital surplus according to the
investor’s share in the investee if it remains unchanged,
Distributions of cash dividend or profit declared by an
investee reduce the carrying amount of the investment to
the extent of investor’s share. Unrealised gains on
transactions between the Group and its associates are
eliminated to the extent of the Group’s interest in the
associates. Unrealised losses are not also eliminated if the
transaction provides evidence of an impairment of the
asset transferred.

Other long-term equity investment

Other investments without significant influence to
investee, without quotation in an active market and its fair
value cannot be measured reliably are stated cost.

Impairment for long-term equity investment

The carrying value of long-term equity investment is
reduced to its recoverable amount when its estimated
recoverable amount is lower than its carrying value (Note

5(5)).
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(8)

Investment property

The investment property comprises leased land use rights, land
use rights held for sale upon appreciation and leased buildings,
and is stated at cost model initially. The subsequent
expenditures relating to investment property are recorded in
cost of investment property when it is probable that the relevant
economic benefit will flow to the Group and the cost can be
measured reliably, otherwise, the expenditures are recognized
in the income statements as incurred.

The Group adopts cost model to measure all the investment
property. The land use rights or buildings are amortised or
depreciated on a straight-line method over its respecting
estimated useful lives and residual value. The estimated useful
lives, estimated residual value and depreciate (amortisation) rate
per annum are as follows:

Estimated Estimated
useful lives residual value
EItERAS® FEEFRER
Buildings 30-50 years 5%
BEEY 30-504F 5%

For a transfer of investment property to own-occupied property,
the investment property is reclassified as fixed asset or intangible
asset on the date of change in use. For a transfer of own-
occupied property to earn rental or capital appreciation, the
fixed asset or intangible asset is reclassified as investment
property. The carrying value of an asset before and after the
change in use remains the same.

The estimated useful lives, estimated residual value and
depreciation (amortisation) method are reviewed, and adjusted
if appropriate, at each balance sheet date.

Investment property is derecognized when it is disposed or no
economic benefit arises from ceasing its use permanently or
disposal. The gain or loss on disposal of investment property is
the difference between the net sales proceeds and the carrying
amount of the relevant asset, and is recognised in the income
statement.

The investment property’s carrying amount is written down
immediately to its recoverable amount if its estimated
recoverable amount is lower than its carrying value (Note 5(6)).

Fixed assets and depreciation

Fixed assets are stated at cost less accumulated amortisation/
depreciation and accumulated impairment losses.

Depreciation of the road in relation to the toll stations business
are calculated to write off their cost on a units-of-usage basis
whereby the depreciation are provided based on the share of
estimated traffic volume for a particular period over the
projected total traffic volume throughout the period of 30 years
for which the right to operate the road is granted.
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)

Depreciation of leasehold buildings and structures is calculated
to write off their cost, on a straight line basis over their expected
useful lives. The periods adopted for depreciation range from 10
to 50 years. Among which the period for the depreciation of
external pipe system is 25 years.

Other tangible fixed assets are depreciated at rates sufficient to
write off the cost of the assets, less estimated residual value, over
their estimated useful lives on a straight line basis. The estimated
useful lives are as follows:

machinery and equipment
Motor vehicles and others

10-20 years
5-15 years

The subsequent expenditures relating to fixed assets are
recorded in cost of fixed assets when it is probable that the
relevant economic benefit will flow to the Group and the cost
can be measured reliably, the carrying value of replaced portion
is derecognized and all other subsequent expenditures are
recognized in the income statements as incurred.

The fixed asset’s carrying amount is written down immediately
to its recoverable amount if its estimated recoverable amount is
lower than its carrying value (Note 5(7)).

The available-for-sale fixed assets are presented at lower of its
carrying value and its fair value less cost to sell. The amount of
fair value less cost to sell lower than carrying value is recognized
as impairment loss.

The fixed asset is derecognized when it is disposed or no
economic benefit arises from expecting use or disposal. The
gain or loss on disposal of a fixed asset is the difference between
the net sales proceeds and the carrying amount of the relevant
asset, and is recognised in the income statement. When the
receivables of the construction in progress are less than its book
value, the book value will be recorded to the receivables.

Construction in progress (“CIP")

Construction in progress is stated at cost. Cost comprises
original cost of plant and equipment, installation, construction
and other necessary costs which include borrowing cost
allowing capitalisation, prior to the date of reaching the
expected usable condition. Construction in progress is
transferred to fixed assets when the asset has been substantially
completed and reaches the expected usable condition and
commenced its depreciation from the following month.

When the receivables of the construction in progress are less
than its book value, the book value will be recorded to the
receivables.
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(10) Intangible assets

Intangible assets mainly include land use rights, which are stated
at cost.

Amortisation of land use rights, other than those in relation to
the toll stations business, is calculated to write off their cost, on
a straight line basis over the period of land use rights of 50 years.

Amortisation of land use rights in relation to the toll stations
business are calculated to write off their cost on a units-of-usage
basis whereby the amortisation are provided based on the share
of estimated traffic volume for a particular period over the
projected total traffic volume throughout the period of 30 years
for which the right to operate the road is granted.

(11) Long-term prepaid expenses

Long-term prepaid expenses include 30-year asset beneficiary
right and other prepayments that should be amortized over
more than one year (excluding one year). Long-term prepaid
expenses are amortized on the straight-line basis over the
expected beneficial periods and are presented at cost net of
accumulated amortization.

(12) Impairment of assets

The impairment test is performed on the goodwill and
intangible assets with indefinite useful life separately presented
in the financial statements annually, irrespective of whether
there is any indication of impairment. The impairment test is
performed for fixed assets, intangible assets, investment
property under measured at cost and long-term equity
investments, when there is an indication of impairment on the
balance sheet date. An impairment loss is recognized for the
amount by which the assets’ recoverable amount is lower than
its carrying amount as result of impairment test. The recoverable
amount of an asset is determined at the higher of its fair value
less cost to sell and its expected discounted future cash flows.
Provision for asset impairment is provided on the individual
asset, if it is difficult to estimate the recoverable amount of an
individual asset, its recoverable amount is determined by the
recoverable amount of its assets group which the individual
asset belongs to. Assets group is the smallest separately
identifiable cash-generating units.

The impairment provision is recognized and can not be
reversed, even if the value of an asset is resumed in the
future periods.
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(13) Borrowing costs

Borrowing costs incurred in connection with the acquisition or
construction of an asset necessarily taking a substantial period
of time to get ready for its intended use or sale are capitalised as
costs of the assets beginning when the capital expenditures and
borrowing costs have been incurred and the activities to enable
the assets to reach their expected usable condition have
commenced. The capitalisation of borrowing costs ceases when
the construction in progress has reached the asset’s expected
usable condition. Borrowing costs incurred thereafter are
recognised as expenses in the period in which they are incurred.
If the activities of acquisition or construction of an asset are
suspended unusually and suspended period over three months,
the capitalisation of borrowing costs is ceased until the aforesaid
activities is resumed.

(14) Employee benefits

Employee benefits include wages, salaries, allowances, subsidy,
welfare, social security contributions, housing fund, union fee,
staff education fee and other expenditures relating to in
exchange for service rendered by employees.

Employee benefits payable are recognized and either as cost of
relevant assets or expenses according to their respecting
beneficial parties during the period of service rendered by
employees.

(15) Provisions

Provisions for product warranties and onerous contracts are
recognized when the Group has a present obligation as a result
of past transactions or events, and it is more likely than not that
an outflow of resources will be required to settle the obligation,
and the amount can be reliably estimated. Provision is not
recognized for future operating losses.

Provisions are determined using best estimates based on
historical experience. The amount recognised as a provision is
the best estimate of the expenditure required to settle the
present obligation. The best estimate of provision is taking into
account of the risks and uncertainties that inevitably surround
many events and circumstances. Where the effect of the time
value of money is material, the amount of a provision shall be
the present value of the expenditures expected to be required
to settle the obligation. Where discounting is used, the increase
in the provision due to the passage of time is recognised as an
interest expense.

Provisions shall be reviewed at each balance sheet date and
adjusted to reflect the current best estimate.
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(16) Convertible bonds

Convertible bonds are divided by liability component and
equity component at inception. The liability component is
initially recognized at discounted future cash flows, the equity
component is net of liability component and total proceeds. The
liability component of convertible bonds is subsequently
measured at amortised coat using the effective interest method.

(17) Deferred tax assets and deferred liabilities

Deferred tax assets and liabilities are provided in full, using the
liability method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts. A
deferred tax asset is recognised for the carrying forward of
unused tax losses allowed by tax laws to the extent that it is
probable that future taxable profit will be available against
which the unused tax losses can be utilised. The deferred tax
liability is not provided on temporary differences arising from
initial recognition of goodwill. The deferred tax assets or
liabilities are not provided on those temporary differences arsing
from initial recognition of assets or liabilities of non business
combination and at the time of transactions, affects neither
accounting profit nor taxable income (deductible tax loss).
Deferred tax assets and liabilities are measured at the tax rates
that are expected to apply to the period when the asset is
realised or the liability is settled on the balance sheet date.

A deferred tax asset is recognised for all deductible temporary
differences to the extent that it is probable that taxable profit
obtained by the Group will be available against which the
deductible temporary difference can be utilised.

A deferred tax asset and liability is recognized for all taxable
temporary differences associated with investments in
subsidiaries, associates, and interests in joint ventures, except
that the Group is able to control the timing of the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

(18) Revenue recognition

Revenue comprises the fair value of the consideration received
or receivable for the sale of goods and services in the ordinary
course of the Group’s activities. Revenue is shown net of value-
added tax, returns, rebates and discounts and after eliminated
sales within the Group.
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Revenue is recognized when it is probable that the economic
benefit associated with the transaction will flow to the Group,
the relevant revenue can be measured reliably and the criteria of
respective specific operating revenue can be met as follows:

(i) Revenue from sewage water processing and tap water
supply services is recognised when services are rendered.

(i) Toll fee income is recognised when fees are received from
road users or compensated from collection office, if any.

(i) Revenue from the sale of goods is recognized when
significant risks and rewards of ownership of the goods are
transferred to the buyer, the Group retains neither
continuing managerial involvement to the degree usually
associated with ownership nor effective control over the
goods sold, and it is probable that the economic benefit
associated with the transaction will flow to the Group and
the relevant revenue and costs can be measured reliably.

(iv) Interestincome is calculated based on the period of the
principal deposited and the effective interest rates.

(19) Leases

Afinance lease is a lease that transfers in substance all the risks
and rewards incident to ownership of a leased asset. An
operating lease is a lease other than a finance lease.

(i) Operating lease

Lease payments under an operating lease should be
recognised as a cost of relevant assets or an expense in the
income statement on a straight-line basis over the lease
term.

(i)  Finance lease

The leased assets are recorded at an amount equal to the
lower of the carrying amount of the leased asset originally
recorded in the books of the lessor and the present value
of the minimum lease payments, and recognise a long-
term liability at an amount equal to the net amount of the
minimum lease payments and unrecognized finance
charges. The difference between the recorded amount of
the leased asset and the liability is recognised as
unrecognised finance charges and amortised during the
lease term on a straight line basis.

(20) Dividend distribution

Cash dividend to the Company’s shareholders is recognized as
a liability in the period in which the dividends are approved by
the general meeting of the Company’s shareholders.
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(21) Related parties

Related parties refer to state-owned companies or other
companies under the supervisory control of TMEB (Note 5(27)).

(22) Basis of preparation of consolidated financial

statements

The consolidated accounts, including the accounts of the
Company and its subsidiaries

From the date of obtaining the effective control on a subsidiary,
the Company begins to consolidate the subsidiary’s revenue,
cost, profit, and will cease the consolidation from the date of
losing effective control. All significant intercompany
transactions and balances are eliminated in the consolidated
accounts. Minority interests represent the portion of the equity
interests of the subsidiaries which are presented in shareholders’
equity in the consolidated financial statements separately.

When there is inconsistency in accounting policies or
accounting period between the subsidiaries and the Company,
they will be adjusted where necessary according to the
Company’s accounting policies or accounting period when
preparing consolidated financial statements.

(23) Taxation

Major applicable taxes and their rates for the Group for the year
are shown as follows:

(i) Income tax

Corporate income tax is accounted for using the tax
liability method under the effective tax method. The tax
rate is ranging from 7.5% to 33% of taxable income.

(ii)  Business tax

The business tax rate is 5% of gross service income.

(iii) Value added tax

The value added tax (VAT) payable is calculated as 17% of
taxable sales, net of deductible input VAT.

(iv) Government surcharges

Government surcharges comprise of city construction tax
and education surcharge, calculated respectively at the tax
rate of 7% and 3% of the amount of business tax or value
added tax.
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5 NOTES TO MAJOR ITEMS OF THE FINANCIAL STATEMENTS

(1) CASH BALANCES

Cash on hand
Cash in bank Including
- Special funds for construction
in progress (note (a))
- Bank deposits (note (b))

note:

T EEMBHEREERME

1 E¥ES
Group Company
&6 YN
30 June 31 December 30 June 31 December
2007 2006 2007 2006
20075 20065 20075 #2006 F
68308 128318 68308 12B31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ARBEFT ARBEFT ARBFT ARBEFT
Be 204 191 28 3
RITER 819,480 733,553 545,405 607,133
Heh: ERIREMES
(itF(a) 63,599 103,846 25,108 96,022
Ri&E® (FEb) 20,300 15,000 11,300 6,000
819,684 733,744 545,433 607,136
Fiz-

(a) The special funds for construction in progress represent the unutilised

balances of the special loans for sewage water processing projects.

(b)  The bank deposits of Rmb20.3 million (2006: Rmb15 million) mainly
represent deposits for project bids, agreements execution and letter of credit.

ERTREMESTIBRTRKEEMERERE
KR P R R IRTT KRR o

RECHEBRERES BORESUARER
&R L E AR % 20,300F 7T (20064 :

15,000F 7T)

For the purpose of the cash flow statement, cash comprises the

following:

Cash balances
Less: Restricted deposits

Cash shown on the
cash flow statements

IR RER
R E

JIRRBEERERNAS B

Group Company
A A7

30 June 31 December 30 June 31 December
2007 2006 2007 2006
720074 20064 H20074F M20065F
6A30H 12A31H 6A30H 12A31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ARETT  ARETFTT ARETT ARETT
819,684 733,744 545,433 607,136
(20,300) (15,000) (11,300) (6,001)
799,384 718,744 534,133 601,135
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(2) ACCOUNTS RECEIVABLE

Details of accounts receivable are as follows:

Due from TSC for:
— Water processing services
- Construction of plants

Others

Less: Receivables in respect of
sewage water processing
and construction of plants
services incorporated
in prospective assets swap

FEYHEK A A
—5KEEKA
—SEKEEREREWA

ity

W BEETTEEB RN
TEKEEE AR
KRR B A

2 EWERN
JEY R FRER AR AN T -
Group Company
&6t AR
30 June 31 December 30 June 31 December
2007 2006 2007 2006
R200745 #2006 F #2007 F 12006 F
6H30H 12A31H 6HA30H 12A31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT AREFT AREFT AREFT
485,085 283,788 485,085 283,788
466,185 466,185 466,185 466,185
951,270 749,973 951,270 749,973
45,085 43,210 17,495 16,473
996,355 793,183 968,765 766,446
(749,973) (749,973) (749,973) (749,973)
246,382 43,210 218,792 16,473

As at 30 June 2007, there were no accounts receivables from any of
the Company’s shareholders who hold 5% or more of voting shares.

Under the Co-operative Agreement, TSC will sell certain of its assets
loaned by foreign banks to the Company upon completion and
verification of Ji Zhuang Zi, Xian Yang Lu & Bei Cang plants. In
April 2007, an agreement on a repayment plan was reached
whereby TSC will, subject to the approval of the shareholders of
the Company, use these assets to settle those outstanding sewage
water processing fees and construction fees owed to the
Company. As at 30 June 2007, cost of these assets amounted to
about Rmb750 million. As such, the Directors believe that the
amount due from TSC is fully recoverable by assets swap.

REABER

HIREYIR AP EBIFAEARNRAL% (B5%) AL
TORBERAD VLR A R K

RIBEBEFKABIEENAERRE - FKkAAE
RECHT ~ BISE RILATS/KEERIZ TR
BEEFAINERITERIERNEEEREAE
AF) o FR2007F 48 - KEEHEBEER - HEK
ARG H il EEBRBERAR ARG KEE
BRAFNERBRA (REBEETEREELN
R QB RAEHE) - & 15200796 A4 30
H ELEENSENAAREISEL - R
Bt AR BIARAE S HE KA B Y B U SR IB RE 5 1A
EEEBRAFN2BUE -

REDERAASG-ZEZTLEFEHTHRRSE
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Pursuant to the repayment plan, the carrying value of balances RIBEFGE - BUOSKEEEMZEREWA

due from TSC as at 30 June 2007 amounting to Rmb750 million B ERRE LT AR 75187 (20064F : 7.5187T)
(2006: Rmb750 million) has been reclassified to accounts WEHIBERABY - EDEATHERRR
receivable due after one year resulting in aging of the total RECANT -

accounts receivable as follows:

Group Company
=X NG|
30 June 31 December 30 June 31 December
2007 2006 2007 2006
H20074F 20064 ®200745 12006 F
6A30H 12A31H 6A30H 12A31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ARETT  ARETFTT ARETT ARETFT
Within one year 1EHURA 246,382 43,210 218,792 16,473
One to two years 1-2F 677,162 749,973 677,162 749,973
Over two years 2F 72,811 — 72,811 —
Total net receivables FEUBR R E 996,355 793,183 968,765 766,446
(3) OTHER RECEIVABLES 3 HeEWX
As at 30 June 2007 the ageing of majority of other receivables are HEURERERFZE—FUAN - BRARFESD
aged within one year and there were no other receivables from any of EIFBEARRNE5% (55%) A _EFRAERDHIA
the Company’s shareholders who hold 5% or more of voting shares. REYRFR -
(4) INVENTORIES 4 BE
Group Company
=X YN
30 June 31 December 30 June 31 December
2007 2006 2007 2006
#2007 20065 20075 #2006 F
6H30H 12A31H 6H30H 12A31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT  AREFT ARETT AREFT
Raw materials R R 4,142 4,233 2,444 2,610
Finished goods ER &S 6,156 5,424 — —
Spare parts and consumables THHFEESFEmR 579 2,182 86 89
10,877 11,839 2,530 2,699
Less: Provision for declines B FEREERE
in the value of inventories (4,000) (4,000) — —
6,877 7,839 2,530 2,699
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(5) LONG-TERM EQUITY INVESTMENTS 5 RERERE

Group Company
& Bt D HE
30 June 31 December 30 June 31 December
2007 2006 2007 2006
R2007%F #2006 20074 2006 F
6A30H 12A31H 6H30H 12A 318
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT AREFT AREFT ARBEFT
Investment in subsidiaries FRAKE
(note (a)) (itH#(a)) — — 740,751 692,751
Investment in an associate e
(note (b)) (:tE(b)) 64,159 58,474 — —
Other long-term equity HeREARERE
investments (note (c)) (itE(c)) 6,000 9,186 4,000 4,000
70,159 67,660 744,751 696,751
The movement of equity investment in subsidiaries for the FREREARREESHFERNOT
period is set out below:
31 December 30 June
2006 Addition Disposal 2007
2006F 20075
128318 RER G M KE R D 6H30H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT AREFT AREFT ARETFT
Cost [RIGIRE R 690,201 48,000 — 738,201
Changes of capital surplus of FRABARTEE
subsidiaries 2,550 — — 2,550
Total At 692,751 48,000 — 740,751
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(a) F+2F

ARBAAEFRAEREREETRTF - [FRZE
BIERRE (BB BRARNEEEIMIN - HE

(a) Investment in subsidiaries

The Company’s subsidiaries are registered and established in
China other than Tianjin Capital Environmental Protection (Hong

Kong) Co., Ltd. which is registered in Hong Kong.

Qujing Capital Water Co., Ltd.
HIBEIZKBERAF

Guizhou Capital Water Co., Ltd.

BMAIFKBERAT

Tianjin Water Recycling Co.,Ltd
REFKERAMLAF

Tianjin Capital New Materials Co., Ltd.

REREENBARAT
Fuyang Capital Water Co., Ltd.

RIBEIZKBERDA

Baoying Capital Water Co.,Ltd.
ERAIXKBBRREAR

Chibi Capital Water Co., Ltd.
FRERIFKBEARAT

Honghu Capital Water Co.,Ltd.
AT IR KBBR AR

Registered
capital
HEMER
Rmb’million

AREBET

120

100

100

38

45

38

35

20

Interest
held
Frib
%

B (%)

90

95

98

71

99.9

70

99.75

90

T2 Al fE R B35 A R 3RS o

Nature and Principal activities

HERREEE

Municipal sewage water processing
and water plant construction
operation and management
MEISKEEME RKEE

RIEHE L8 ER

Construction of municipal sewage water
plants and provision of related
consulting services for water

processing facilities

T BOS 7K B2 I B 5 e ) 2 2 R
RS 7KOK R 2 R M 56

Production and sales of recycled water
and technical consulting for water
recycling business.
FREEHE - PRRIEMEFRR
T

Production and sales of new types of
construction materials

MEREMBNSUERHE

Municipal sewage water processing

and water plant construction operation
and management

MHEOSKEEME RKEERERE -

R ER

Municipal sewage water processing

and water plant construction operation
and management

MBUSKEREME RKEEREME -

e BR

Municipal sewage water processing

and water plant construction operation
and management.

MEISKEEME RKEERERE -
ge g

Municipal sewage water processing

and water plant construction operation
and management

MHBUTKERIEN B R KEERIEHE -

re - ER
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Investment cost

DEBRERK
Rmb’million

AEEBET

108

95

98

26

44

27

34



Tianjin Capital Environmental
Protection (Hong Kong) Co., Ltd.
REEIZRR (BE)BRAA

Hangzhou Tianchuang Water Co., Ltd.

MMREIKEERAF

Established during 2007:
2007 FHAKL

Wendeng Capital Water Co., Ltd.
XERIFKBERAF]

Registered
capital
&R
Rmb’million

AREBET

uUsD7.8
million
AR

257

48

Interest

held

Frib R
%

B2t (%)

100

70

100

Investment

Principal activities cost

MHERKEEE NRREHK

Rmb’million

AREHET

Sewage water treatment and 63

water recycling business

KRERBKEEERELRES

Municipal sewage water processing 180

and recycled water plant

construction operation,

maintenance and training
MHO57KE IR M B KN A R EyE =
#ed Jo B ARG A RN

Sewage water processing, solid waste treatment
facilities, development, construction, operation
and maintenance of water recycling facilities;
exploration anel promotion of conservation
technology.
FKERERERE - EREEY
BRIk KB RIERFEE

B ge - TR RERRFRIE
it E

48

741

RERAXBRROAFRADVO-_EZTLFEFTHERS
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926

(b) Investment in an associate

Tianjin International
Machinery Co., Ltd.

Tianjin International Machinery Co., Ltd. (TIMC) is a sino-foreign joint

(b) Ep&dz

Percentage of
interest in
registered

capital of the
invested
companies
ERRENT
REER TMEKRLH
%

A (%)

Investment
period

KEEBR
BRAT 30 45

Group
CXi
Cost  Adjustment
BEHA EERE
Rmb’000 Rmb’000
AREFT  ARETT
57,186 6,973

Total
At

Rmb'000
ARETL

64,159

REFBEEBBR AR/ —FKEMR KRR

venture registered in the Tianjin Economics Development Area, with
a registered capital of Rmb120 million. The principal activities of
TIMC includes research and development, production and sale of
environment protection equipment; engineering technical
consultation; trading; manufacturing and sale of general equipment.
Share of profit of associated company is the accumulated investment
income for the periods from acquisition to period end recognised
based on the equity accounting method.

(c) Other long-term equity investments

Tianjin Baotong Qinjiliao
Co., Ltd.(*)

Tianjin Northern Human
Resources Co., Ltd.

Tianjin Pipeline Engineering
Management Co., Ltd.(*)

REMEREEH

BRAF*)

REITT NT B

BABRAR

REFHIRER

BRAF*)

ERMARENTINEGEDLE  EMERSA
R¥120887 - EXBHRERRRBWRIE
TR SEMAE  RRBERBKREERRE &
TERMHRA ELHOES  BRARBONLEE
HES - RafBRBIUSH RS X R
REFRE W -

(c) ReRHMRERE
Group Company
At AT

Percentage of
interest in
registered
capital of the
invested
companies
ERREDA
HEME AL
%

B7EE(%)

20
6.1

20

(*)  The Group or the Company has no significant influence on these entities.
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Percentage of
interest in

registered

capital of the

invested
Cost companies Cost

ERERERA
RERE EMEXRLH PR A
Rmb’000 % Rmb’000
AREFZ  EAM%  ARETTE
2,000 20 2,000
2,000 6.1 2,000
2,000 — —
6,000 4,000

¥ REERALNFHEEEATE -



(6) INVESTMENT PROPERTIES

Cost

At 31 December 2006
Addition

Disposal

At 30 June 2007

Amortisation

At 31 December 2006
Addition

Disposal

At 30 June 2007

Net book value
At 30 June 2007

At 31 December 2006

RE

2006 412 A 31 H
AN pill

AER A

200746 A 30 H

RETiTE
2006 412 A 31 H
EN R B
AER A

200746 A 30 H

#E
2007 %6 A 30 H

2006 F12 A 31 H

(a)  Allthe Group’s investment properties are located in PRC;
(b)  Investment properties mainly represent the Company’s office building and
certain properties of a subsidiary leased to third parties.

6

REMEMHE

Group Company
Buildings Buildings
&6 N
2EY B2EY
Rmb’000 Rmb’000
ARETF T ABRETF T
118,707 102,279
1,004 —
119,711 102,279
(4,782) (4,668)
(1,101) (1,091)
(5,883) (5,759)
113,828 96,520
113,925 97,611

a) AEERBENREURMEHUNPBEEA -
b) FERSLFBMBHABURTEFLARAEET

AREENED -
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(7) FIXED ASSETS AND ACCUMULATED DEPRECIATION

7 BEEEERRSHE

Group
&t
Buildings Machinery Motor
and and vehicles
Road structures  equipment and others Total
EEK EREH
B BEY BERE kEE it
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT  AREFTT ARETT AREFT AREFI
Cost [R{E
At 31 December 2006 2006412 A 31 B4 185,418 2,635,416 608,995 118,979 3,548,808
Additions AKERHE T — 357,066 2411 2,263 361,740
Include: transferred from Heb FETREA — 300,690 616 — 301,306
CIp
Disposals KR D — (1,004) a7 (1,712) (2,733)
At 30 June 2007 20074 6 A30 A%E 185,418 2,991,478 611,389 119,530 3,907,815
Accumulated depreciation Z5tiE
At 31 December 2006 2006 % 12 A 31 A% (46,354) (392,345) (177,118) (55,801) (671,618)
Additions AR (1,726) (49,091 (21,866) (6,702) (79,385)
Disposals KR D — 9 1 1,176 1,186
At 30 June 2007 2007 % 6 A 30 HEREE (48,080) (441,427) (198,983) (61,327) (749,817)
Impairment provision REEE
At 31 December 2006 2006 F 12 A 31 HEE — — (3,760) — (3,760)
Current period charges KEER — — — — —
At 30 June 2007 2007 F6 A30 HHE — — (3,760) — (3,760)
Net book value FE
At 30 June 2007 2007 F6 A30 HHE 137,338 2,550,051 408,646 58,203 3,154,238
At 31 December 2006 20064 12 A 31 A#4E 139,064 2,243,071 428117 63178 2,873,430
(@) All of the Group's road, buildings and structures and plants are (a) AEBEHMEER FELEEVNEE
located in the PRC. HURFBIRA o
(b) Of the Group's net book value of fixed assets as at 30 June 2007 (b) M2007F6A30H @ "AGEZFRAKZE

about Rmb225 million relates to the Company’s subsidiary,
Tianjin Water Recycling Co., Ltd., which has been incurring
continuous losses since commencement of its operations. Given
the promising prospects of water recycling industry as
encouraged by the PRC government, the Directors of the
Company believe there is no indication at the current stage that
these assets may be permanently impaired.
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Cost

At 31 December 2006

Additions

Include: transferred from
CIp

Disposals

At 30 June 2007

Accumulated depreciation/
amortisation

At 31 December 2006

Additions

Disposals

At 30 June 2007

Net book value
At 30 June 2007

At 31 December 2006

e

2006 F 12 A 31 A%
ZRERE

He ERTREA

KR
2007 % 6 A 30 HeREE
ZEHinE
2006 F 12 A 31 B4 %
ARHE M
KEBR D
2007 % 6 A 30 HEREE

FE
2007 % 6 A 30 HEREE

2006 4 12 A 31 HEREE

Company

AF]
Buildings Machinery Motor
and and vehicles
Road structures  equipment and others Total
EER BERLEH
B 2EN BERE REE &t
Rmb'000 Rmb000 Rmb000 Rmb000 Rmb000
ARETT  ARETT AREFTT ARETT ARETR
185,418 1,956,662 204,282 75,758 2,422,120
- 335,472 1,415 1,050 337,937
— 300,690 — — 300,690
— — — (986) (986)
185,418 2,292,134 205,697 75,822 2,759,071
(46,354) (371,337) (150,296) (43,879) (611,866)
(1,726) (40,189) (3,828) (4,356) (50,099)
- - - 765 765
(48,080) (411,526) (154,124) (47,470) (661,200)
137,338 1,880,608 51,573 28,352 2,097,871
139,064 1,585,325 53,986 31,879 1,810,254
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(8) CONSTRUCTION IN PROGRESS

8 HERIR

Transferal of
construction
Asat in process Other Asat
Budget 31December intofixed  transferred 30 June
costs 2006  Additions assets out 2007
#2006 AAER AHEM R0E
BE®  12ANE KEEM  IREE & 68308
Project Names Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000
IRERAR AREFL  AEEFT  ARETT  ARETT  ARETT  ARETR
Ji Zhuang Zi Sewage Water Treatment Plant 189,47 - (189,471) - -
(Expansion) (Note 1(a)
BETIkERR
(&%) (W —a))
Bei Cang Sewage Water Treatment Plant
(Note 1(a)) 42,205 - (42,205) - -
TEFKERR
(Wi —(a)
Xian Yang Lu Sewage Water Treatment Plant 66,287 - (66,287) - -
(Note 1(a))
ABRAKEER
(1)
Others 4,556 1,941 @72) - 3770
1%
Total (Company) 302519 1,941 (300,690) - 3770
NRAH
Xian Yang Lu 140,000 73112 1,697 - - 74,809
Water Recycling Project
AERSKERTE
Chibi Sewage Water Treatment Plant 97,000 37,583 23,862 - (1,808) 59,637
FEAIKEER
Others 2,004 18 (616) - 1,606
17
Total (Group) 415418 27,518 (301,306) (1,808) 139,822
Atad
Including: Capitalised borrowing costs
AmERERAKLE
- Company 16114 - (16,114) - -
- 1]
- Group 18,059 1,797 (16,114) - 3742
- &l

*  Asat30June 2007, these projects are substantially completed and in
process of completion and verification. The cost incurred was within

the budget.
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Incurred costs
to budget
Source of funds costs ratio
IRRAL
B MR BEHLA
%)
B2 t(%)
Bank loans and self-raised fund *
BERBTER
Bank loans and self-raised fund *
EERFTER
Bank loans and self-raised fund *
AERBIER
Self-raised fund
BE

Specific loans, bank loans and self-raised fund 53
A% BUEAREEER

Self-raised fund 61

EE

HE2007F6HA30H 1 - ZFHEEEHEK
T - BRIERIEE BRUCRERE - EX
ABEEEHERBEHER -



(9) INTANGIBLE ASSETS

Land use rights
Others

Land use rights

(10) LONG-TERM PREPAID EXPENSES

30-year asset beneficiary &5 30 £
BEadze
Others Hity

right-Fu yang

Pursuant to the agreement reached between the Company’s
subsidiary - Fuyang Capital Water Co., Ltd.(“Fuyang Water”) and
Fuyang Construction Committee on 18 December 2005, Rmb102
million was paid to Fuyang Construction Committee for a 30-year
right to operate Fuyang sewage water plant. As at 30 June 2007,
about Rmb10.2 million remains to be settled by year end 2007

(Note 5(19)).

Group
&
31 December
2006 Addition Amortisation 30 June 2007 Accumulated
20064 for the period for the period 2007% amortisation
12A31H KA KEBH 6A30H ESE § ok
TR 704,466 — (10,759) 693,707 (112,064)
At — 61 - 61 —
704,466 61 (10,759) 693,768 (112,064)
Company
A8
31 December
2006 Addition Amortisation 30 June 2007 Accumulated
2006% for the period for the period 2007% amortisation
128318 KM THEH 6H30A Rt EHE
Tiifb e 578,741 (7,478) 571,263 (107,849)
10 REBFHER
Group
&bt
31 December
Initial 2006 Addition Amortisation 30 June 2007 Year of
cost 20065 for the period for the period #2007% Unamortized
FR#EE 12A31H AHEME  AHBHEE 6A308 RBEBHFR
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT  ARETT ARETT AREFT ARETFT
102,004 98,321 — (1,842) 96,479 28.5
42,592 3,758 — (706) 3,052
102,079 — (2,548) 99,531

REARBZFRAEBAZEKBERAA

([BEBKB]) BEETRERE

8 € 20054

12 A18AERI MR - BB KBRGERTS

IKERIE M0 FHIMEER N

RER - WAL

TRHARET.02ETHEE - HE2007F6A
308 1 FHBREBEAHARYEL, 0208 THER

2007 F K AT (I sEF(19) °
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(11) SHORT-TERM LOANS

China Minsheng Bank

Industrial Commerce

Bank of China
Industrial Bank
Beijing Bank

Shanghai Pudong
Development Bank
Huaxia Bank

Bohai Bank

Total (Company)

Shanghai Pudong
Development Bank

Total (Group)

(12) ACCOUNTS PAYABLE

As at 30 June 2007, there were no accounts payable to any of the
Company’s shareholders which hold 5% or more of the voting shares.

As at 30 June 2007, there were no advances from any of the
Company’s shareholders which hold 5% or more of voting shares.

PREIRARTT

PR TR ERTT

HRIRTT
1ERERTT

EERRERRT

FBIRTT

BEIRT

ARAR

EERRERRT

(13) ADVANCES FROM CUSTOMERS

30 June
2007
A2007F
6H30H
Rmb’000
ARBTFT

200,000

100,000
100,000

50,000
36,000

55,000

541,000

15,000

556,000

The above short-term loans bear interest rate ranging from 5.5% to 6.1%
per annum.

11 THER

31 December
2006
A2006%F
12A31H
Rmb’000
ARBETFT

200,000

190,000

100,000
100,000

50,000

36,000

676,000

15,000

691,000

a5 HR AR SR

12 BAERX

Guarantor

BRA

Tianjin Municipal Investment
Company Limited (“TMICL")
REMBREGR AR
(IBERE )

Tianjin Expressway Investment
and Construction Development
Company
REMRBEARIREERERAT

TMICL
MHEA

Secured by a deposit

receipt of Rmb17 million provided
by Tianjin Water Recycling

Co., Ltd.
RRERKEREEARER
AR 1,700 BLir EEREH

2 FHEFEEE%ZE6.1% °

HIRENRIRR B E —F AR B BN

BEAERRAEL% (

IR ©

13 BAKRERR

25%) JA_EFRORME B dn B0 AR Y

HIRFAYER AP BIBURF B AR A% (B5%)
VA | 3R B A7) B AR BR B0 5008 -
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(14) DIVIDEND PAYABLE 14

Pursuant to the shareholders meeting held on 8 June 2007, the
Directors proposed to distribute a final dividend of Rmb0.4 (tax
included) for every ten shares held by shareholders based on the total
number of shares of 1,403 million as at date of registration of
dividend on 29 June 2007, totalling Rmb56 million (2006:Rmb0.4
(tax included) for every ten shares held by shareholders, totalling

FE& A+ BR R

AARR2007F6A8HAMMNBE NS EA
R AE E 200768 298 1F 2 @R K
14.03BMAEE  BIORKERSAFAR
#0470 (BH#) FIRE » £t ARBO0.561ET
(2006%F : 10K SAFMARKE0.47T
(&) FRE - £t ARB0.531BT) °

Rmb53 million).
(15) TAXES PAYABLE 15 EXBE
Group Company
&t NG
30 June 31 December 30 June 31 December
2007 2006 2007 2006
720074 20064 720074 20064
6H30H 12A31H 6A30H 12A31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ARETFT AREFT AREFT AREFT
Income tax payable FEZFTISHL 60,352 67,376 58,411 63,971
Business tax payable and others JEXEEBREE 4,766 4,076 4,210 3,356
65,118 71,452 62,621 67,327
(16) OTHER PAYABLES 16 HEEMAXR
Group Company
&t AF
30 June 31 December 30 June 31 December
2007 2006 2007 2006
720074 720064 720074 720064
6H30H 12A31H 6A30H 12A31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ARETFT AREFT AREFT AREFT
Construction costs payable FERT SRR AR 23,946 64,696 8,591 47,261
Payable for purchase of fixed assets ~ FE3E B BT EERKA 30,701 30,371 — —
Others He 33,560 37,953 20,599 49,927
Total 88,207 133,020 29,190 97,188

As at 30 June 2007, there were no other payables to the Company’s
shareholders which hold 5% or more of voting shares.

REABER

HREECBRNATFEENFTEARALS (B
5%) A EFRIRER D M IRIR A FROR -

REDERAASG-ZEZTLEFEHTHRRSE
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(17) LONG-TERM LOANS 17 REIER
The long- term loans mature as follows: REERERERBOT
Group Company
&t AL
30 June 31 December 30 June 31 December
2007 2006 2007 2006
20074 720064 720074 20064
64308 12A31H 64308 12A31H
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT AREFT AREFT AREFT
Payable within one year —FUAZ 209,250 99,250 134,000 74,000
Payable in the second year EEARN 624,250 416,250 592,000 334,000
Payable in the third year to fifth year FEZFZERFALNA 837,760 466,750 670,000 337,000
Payable after the fifth year RFELER A 375,365 736,500 — 400,000
2,046,625 1,718,750 1,396,000 1,145,000
Including: Ho @
State Development Bank BIRFEIRTT 538,000 545,000 538,000 545,000
(note(a)) (it#(a))
China Everbright Bank B RERTT 450,000 450,000 400,000 400,000
(note(b)) (it% (b))
Industrial Commerce Bank of China PR TR 408,000 250,000 158,000 —
(note(c)) (it%(c))
China Construction Bank P EERIRTT 225,625 233,750 — —
(note(d)) (i (d))
CITIC Industrial Bank (note(e)) REEXRRT (ZEe)) 200,000 200,000 200,000 200,000
Agriculture Development HEI R ERTT 50,000 — — —
Bank of China (note(f)) (iT#(f))
Shanghai Pudong Development EERRERRT 120,000 — 100,000 —
Bank (note(g)) (:T#(g))
Bank of China (note(h)) RERTT (2 (h)) 55,000 40,000 — —
2,046,625 1,718,750 1,396,000 1,145,000
note: T
(@)  This borrowing is secured by TMEB's guarantee together with certain of itsfee ~ (a) ZIERBREMRBREFRBFERRALES B H
collection rights and bears interest at 7.20%. (2006: 6.10% to 6.40%) per MHBDRBREIERER ZRTERREFHNERA
annum. 7.20% (20064 : 6.10%%16.40%) °
(b) This borrowing is secured by the TSC’s right to receive sewage water (b)) ZfERBHKAAIRESKERE K EEELLE
processing fees together with TMICL’s guarantee and bears interest rate RAARQARERKRERERERER  FHER6.48%
ranging from 6.48% to 7.2% (2006: 5.02% to 6.84%) per annum. %£7.2% (20064 : 5.02% %6.84%) °
(c)  This borrowing is secured by the Company’s guarantee and bears interest ~ (c) E%a RRAERBBRRAERBFRRMIMNREIKBEE
ranging from 6.15% to 6.3% (2006: 6.15%) per annum. RAIZEFR  AXR —Hﬂ#\f% BER - ZEFEE
E%\%ﬁzaw%ias%(zooai 6.15%) °
(d) The balance includes Rmb190 million secured by the right to receive tap ~ (d) HPRARKI190EETHEFUEEFARZ—MAK

water and sewage water processing fees. The remaining balance of about
Rmb36 million is secured by the Company’s guarantee. These borrowings
bear interest at 7.20% (2006: 6.10% to 6.40%) per annum.

(e) The borrowing is an unsecured loan and bears interest at 6.75% (2006:
6.10% to 6.40%) per annum.

(e)
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(9)

()

The borrowing is initially secured by the Company’s guarantee during the
construction period of plant and further secured by fixed assets upon
commencement of operation of plant, which bears interest at 7.33% per
annum.

The borrowing is an unsecured loan and bears interest ranging from 6.075%
to 6.48% per annum.

This borrowing is secured by the Company’s guarantee and bears interest at
6.12% (2006: 6.10% to 6.40%) per annum.

(18) CONVERTIBLE BONDS

Equity Liability
component component
atinception atinception
RITHER  BORERD
MEZEE WAEDE

Convertible bonds AERNEES 149,574 1,050,426
(a) The Company prepared its prior years’ financial statements in

(b)

©

accordance with Hong Kong Accounting Standards, pursuant to
the relevant regulation of “No.1 Comments From Specialist
Team of Implementation of CAS”, the Company adopts
retrospective method to adjust these financial liabilities.

Pursuant to the regulation of CAS 37 - Financial Instruments
Presentation, these financial liabilities should be divided into
equity component and liability component, at the inception of
issuance of the Company’s convertible bonds. The liability
component and equity component was approximately
Rmb1,050 million and Rmb150 million respectively.

Pursuant to the regulation of CAS 22 - Financial Instruments
Recognition and Measurement, the Company should
subsequently measure these financial liabilities at amortised cost
using effective interest method. As at 30 June 2007, the face
value of these outstanding bonds is approximately Rmb94,252
thousand, which should be reduced by Rmb85,469 thousand
to its amortized cost retrospectively.

During this period, Rmb277,810,000 bonds were converted
into for consideration of 71,970,920 shares of the Company’s A
share. After the conversion, the Company’s share capital and
capital premium are increased by Rmb71,971,000 and
Rmb205,839,000 respectively.

As at 30 June 2007, the aggregated converted bonds are
approximated to Rmb281,850 thousand of bonds of total
bonds of Rmb1.2 billion, with conversion prices per share at
Rmb6.08, Rmb4.87, and Rmb3.86 respectively.

The Company accrued bonds interest of Rmb1.61million for the
period (2006: Rmb4.64 million).

On 31 July 2007, the Board of Directors of the Company
resolved to redeem all of the outstanding convertible bonds as
at 27 August 2007, in accordance with the term of the issuance.

18

Interest
accrued

JERTHE

(a)

(b)

(c)

ZERBEARRTFARIRERE KB AR ZER  ®E
BERLHHARARERBERER  HEEEHKRAAR
REERINABEEANE T EERMEBER - B
FHEAET.33%

ZERRERER - ZEFREFHERE.075%E
6.48% ©

ZEFEAARAREREBER  BERHFMNEE6.12%
(20064 : 6.10% 216.40%) °

&2

Redemption
and
conversion
B R
Bk

Interest
payable
H
FERTHM S

30 June
2007
20074
64308

R

2,609

BHRARRRAEFERBEE G EREI
RHUFBRE  RE(EESFTEMNEREE
EXRTEHEHERFEF - SFONETERENR
EARRAHUHERBERBENRABILE
# o

ARBRPIGET I EBRRARESE - RR
(EEFEUFEITR-2MIT AR OR
EoHheRBENEENAERS EETY
i HPABEHSOARARKI05ET - &
MAKB/ARE1BET -

(1,609) (965,957) 85,469

LR ESHERFE225-S /T AR
E)MHRE - ARAERABRR X IR#H%
ARSI e B EETRETE - #1E2007F
6A30F F WENBHFEAKENAEBARYE
94,252F T + H#HK AN B AR HS5,469F

JG °

AH o HEZm&E AR 277,810,000 H
ERAFBEFERBAQAARRKER
71,970,920% - #R1& - RNAE 2 RAFAR A
i E D B 0 AR 71,971,000 f1 A R
205,839,000 °

HZE2007F6 A30H 1L - ARAFEITHARE
NRETHEBAGESP R4 E28,1858
TR BB ANTESFERK T AR AARKSE -
ERERSIABARE6.08TER - 4.871F
f% - 3.867L @R ©

AHARRFHRTESFELNBARY160.92
BT (2006 FFAH : AR 4648 7T)

B2 72200797 A318 » RETEBRQFGE S
BEFHPAENKR > ARREESRZLEEH
Z2007F8A27TH LA RE R A A & R(E
% °
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(19) LONG-TERM LIABILITY DUE WITHIN ONE YEAR 19 —FRIBORYPAE
Group Company
At AF
30 June 31 December 30 June 31 December
2007 2006 2007 2006
20074 720065 20074 200645
6A30H 12A31H 6A30A 12A31AR
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AEETT AEETT ABETT ABETT
Specific purpose fund ESE 124,248 108,264 16,364 16,364
Including: e
Specific fund granted by Tianjin KNP
Municipal Engineering Bureau (note (a)) EEAS (iHa)) 97,000 81,215 — —
Specific fund granted by other authorities of  KEMEATE A E5P
Tianjin Municipal Government (note (b)) 2EES (HAED) 10,884 10,685 — —
Loan of state treasury bonds due within —FRIENES
one year (note (c)) BEEs (#F#(0) 16,364 16,364 16,364 16,364
Anhui Fuyang Construction Committee ZHEGERZES
(Note 5(10)) (Hizt#(10) 10,200 10,200 — —
134,448 118,464 16,364 16,364
note: T

(@)  Specific purpose fund granted by TMEB to the Company’s subsidiary Tianjin
Recycled Water Co., Ltd. for the construction of Tianjin Jizhuangzi Sewage
Water Recycling Project.

(b)  Specific fund obtained from other authorities of the Tianjin Municipal
Government mainly for the construction of Tianjin Jizhuangzi Sewage Water
Recycling Project.

The specific payables described in (a), (b) above are interest free as at end of the
period and the date and method of repayment will only be determined after the
completion of the construction project.

The repayment scheme for those loans mentioned above is still under negotiation.
As the terms are uncertain, these loans have been classified as current liabilities

(c)  The portion of due within one year of loans of state treasury bonds from TMEB
amounted approximately Rmb16 million (Note 5(20)).
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(20) LONG-TERM PAYABLES 20 REENR

Group Company
& AF
30 June 31 December 30 June 31 December
2007 2006 2007 2006
20074 720064F 20074 720064
6H30H 12A31H 6H30H 12A318
Rmb’000 Rmb’000 Rmb’000 Rmb’000

ARETT ARETT ARETT ARETT

Specific fund granted by Tianjin Municipal REMRRHERES

Engineering Bureau (note () (Hizt(a)) 180,000 180,000 180,000 180,000
Current portion of long-term BIIARBE BN —FR
payables (Note 5(19)(c)) HEeE (MER19() (16,364) (16,364) (16,364) (16,364)
163,636 163,636 163,636 163,636
note: T

(@ The Rmb180 million from TMEB taken during 2005 is specifically for ~ (a) R2006FEAQAFT AR ETHBESEEREESL AR

construction of Sewage Water processing plants. The loan is repayable in H18fE - ARISKEERER - ZEHKE2007F 8
equal instalments over eleven years from 2007. The loan bears interest at 5% DUFLEREEE - BERFENXA6F /5%  (EELFIE
per annual for the first six years. From the seventh year to maturity, the interest MEREFREBFREARRITRMN —FBEREF
will be based on the one-year deposit plus 0.3% premium published by the #HN0.3% °

People’s Bank of China on the effective date.

The portion due within one year amounting to approximately Rmb16 million —FRIHNOHFSFAREN16ABELEEBE—FRE
has been transferred to current portion of long-term payables (Note 5(19)). HEORBEE @ERA09)
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(21) SHARE CAPITAL 21 B

The changes in share capital are set out below (unit:’000 Shares) BARBEFRNOT (B - T :
As at 31 As at
December Increase 30 June
2006 (Note 18) Reduction 2007
2006 F AREHE AN AE R 2007 F
Type of shares L aval =pll 12A318 Hat(18) 6 A30H
Restricted circulating shares PR T M R B AR 835,638 — (105,018) 730,620
Circulating A shares i AR 155,028 176,989 — 332,017
Circulating H shares TRiE H R 340,000 — — 340,000
1,330,666 176,989 (105,018) 1,402,637

“A” share represent shares listed on the Shanghai Securities Exchange
and “H" shares represent shares listed on the Main Board of The Stock
Exchange of Hong Kong. All the “A” and “H” shares rank pari passu
in all respects.

On 20 March 2006, the revised stock reform plan proposed by the
Company'’s controlling shareholder, Tianjin Municipal Investment
Co., Ltd. (thereafter “TMICL"), was approved by the Company’s
shareholders of A shares. According to the stock reform plan, TMICL
paid to the Company’s shareholders of A shares as registered as at 8
March 2006, 3.7 shares for each 10 shares held resulting in total
payment of 41,867,391 shares. After the stock reform, TMICL's equity
interest in the Company reduced from 63.05% to 59.91%. TMICL
sold certain of the Company’s A share through Shanghai Stock
Exchange Company Limited during the period. As at 30 June 2007,
TMICL's equity interest in the Company further reduced to 55.25%.
After the Company’s stock reform, all of the non-circulating shares
were converted into restricted circulating shares except for the
41,867,391 shares paid to the Company’s A share holders which
became non-restricted circulating shares. The restriction is in respect
of sales of the shares held by TMICL, to the extent that within 3 years
after the stock reform TMICL can only sell a maximum of 10% of its
total shares.Other non-circulating A share holders can sell the
Company’s A share stock with restriction one year after completion of
stock reform.
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(22) CAPITAL RESERVE FUND AND GENERAL RESERVES 22 BXAAEREBHAE
Group Company
ELi AF
Capital Statutory Capital Statutory
reserve Common reserve Common
fund reserve fund reserve
B TEEBER B TEEBER
NI NESR NI ~ES
(note(a)) (note(b)) (note(a)) (note(b))
(7T ¥(a) (;tE(b) (it #(a)) (;E(b)
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ARBFT AREFT AREFT ARETT
At 31 December 2006 2006 F 12 A 31 H#R%E 101,297 220,356 101,297 217,734
Addition of Capital Reserve
in this period BARNTEAHRIE NS 205,840 — 205,840 —
At 30 June 2007 2007 £F 6 A 30 HEA%E 307,137 220,356 307,137 217,734
note: TR
(a) Capital reserve fund comprises share premium arising from the issuance of ~ (a) EBAREHRKEAEITROMORAEE - AT BRBEMH
shares, and it can be utilised to offset prior years’ losses or for issuance of VAR E SRS E IR AR o AN HAIE 0 R A 5 R P L 18(b)
bonus shares. Please refer to Note (18)(b) for the reason of addition for this
period.
(b)  The statutory common reserve and the statutory provident fund (b) EEBBABEEREELN=S®

According to the Company’s Articles of Association, it is required to transfer
10% of the net profit of the Company as shown in the accounts prepared
under PRC accounting regulations to the statutory common reserve (until
the reserve reaches 50% of the registered capital). The transfers to these
reserves must be made before the distribution of dividends to
shareholders.

The statutory common reserve shall only be used to make up losses; to
expand the Company’s production facilities; or to increase the capital of the
Company. Upon approval by a resolution of shareholders’ general meeting,
the Company may convert its statutory common reserve into share capital.
When converting the Company’s statutory common reserve into capital, the
amount of such reserve remaining unconverted must not be less than 25% of
the registered capital.

REBEALQBER  EIRhEGGETENFANED
10%HRAEEB AT S (AENARTRS At E T
BAREB0% A1) - WESHATERERS ZAHE

EERBRATEEMAERRY  BHEBRE  BRAQFLEE
RERERBA - MEARRRREBRRASBBRE
BEAEBRBAREBRBA  MEBFNZIBETAKA
EEHBEATEREMERE25% o
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(23) UNDISTRIBUTED PROFITS

Undistributed profits at the beginning of period
Less: adjustments of adoption of CAS

Adjusted undistributed profits at the
beginning of period

Add: net profit for the period

Less: prior year’s cash dividend distribution by
generalshareholder meeting

Undistributed profits at the end of period

(24) INCOME FROM OPERATIONS

Income from principal operation
Other operating income

23 R EFE

Group Company
30 June 30 June
2007 2007
&6 AT
20074 720074
6 A30H 65300
Rmb’000 Rmb’000
ARM T ARBFIT
HARIR 2 B FIE 775,839 778,461
HERRE (41,300) (30,003)
AEB IR
SEFE : 734,539 748,458
o AEFEFE 110,585 107,402
B AL ERER - REAE
R EFEIR S RA (56,106) (56,106)
HRAR A B 789,018 799,754
24 EEWA
Group
&6t
Six months Six months
Ended Ended
30 June 2007 30 June 2006
HE2007F HZE20065F
6HA30H1t6fAA 6A30H1L6MEA
Rmb’000 Rmb’000
ARBTF T ARETFIT
FEEBFWA 461,804 362,818
HAbZEAUWA 13,078 4,168

474,882
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(a) Income from principal operations and segment

(b)

information

(a) EEEBBARIITEER

Group
&bt
Six months Six months
Ended Ended
30 June 2007 30 June 2006
BZE2007F B ZE2006%F
6H30H 6@ A 6H30RL6MEA
Rmb’000 Rmb’000
ARMFT ARMF T
Sewage water processing services income VR SELON 410,799 310,219
Tolls income BB 34,880 32,945
Tap water supply income B 2K KA 13,169 —
Recycled water and pipeline connection income FK R B iR B 1,745 19,654
Income from sales of construction materials SHEEEMRHIEA 1,211 —
461,804 362,818
Segment information (b) DEBESR
Recycled water Tap
and pipeline  water supply
Sewage water Toll stations Construction connection  and others Group
processing B¥  materials kR BRKER &
BREE W g3k BHER EEER i
For the six months ended 30 June 2007
BEZ200766A300 68 A
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFT  ARETT  ARETT  ARETT  ARETT  ARET:R
Income from principal operations  EEEHUA 410,799 34,880 1,211 1,745 13,169 461,804
Cost for principal operations FEEBHA (175,734) (7,634) (,121) (6,169) (7,604) (198,262)
Business tax and surcharges FEEBHE RN (18,359) (1,918) — 33) (57) (20,367)
Profit/(loss) from principal operations T4 %47,/ (BiE) 216,706 25328 90 (4,457) 5,508 243,175
Less: Administration expenses W EREA (33926) (2,833) (1,281) (2,709) (1,050) (41,799)
Financial expenses HBER (56,158) — 4 (1,561) (3,139) (60,854)
Other gain LA ON 7173 393 — 9,070 @3) 16,593
Total profit/(loss) g/ (BB BE 133,795 22,888 (1,187) 343 1,276 157,115
Less: Income taxes R (43,492) (4,249) — — — (47,741)
Net profit/(loss) FHE/ (BR) 90,303 18,639 (1,187) 343 1,276 109,374

RERAXBRROAFRADVO-_EZTLFEFTHERS

111



112

Sewage water Recycled
processing and Road and water and
sewage water  toll stations Construction others
plant construction ER materials kR Group
HREE R EH BHEK Hi % El
Six months ended 30 June 2006
HZ200656A 308 1L6fE A
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
ARETT  ARETT AREFTT AREFTT ARKETT
Income from principal operations FEEBBA 310,219 32,945 2137 17,517 362,818
Costs for principal operations FEEBHA (105,339) (4,215) (1,969) (18,581) (130,104)
Business tax and surcharges FEEB#E RN (15,745) (1,812) — (84) (17,641)
Profit from principal operations FEEBHE 189,135 26,918 168 (1,148) 215,073
Less: General and Administrative expenses  J3{ : E 2B (26,282) (3,969) (2,866) (4,392) (37,509)
Financial expenses HBER (38,140) 2 (1,961) (40,099)
Other gains HEMA 974 — — 4,145 5119
Total profit/(loss) g/ (BB 88 125,687 22,949 (2,696) (3,356) 142,584
Less: Income taxes W FTEE (42,485) (7,046) — (726) (50,257)
Net profit/(loss) FHE/ (BR) 83,202 15,903 (2,696) (4,082) 92,327
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(25) FINANCIAL EXPENSES - NET 25 BiER-FE
Group Company
&6t AT
Six months Six months Six months Six months
ended ended ended ended
30 June 30 June 30 June 30 June
2007 2006 2007 2006
BIZ2007F H#ZE2006F #HZE2007F B E2006F
6H30H 6H30H 6 H30H 6H30H
IE6fEA IL6fEA L6 A E6{E A
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ARBEFT AREFT AREFT ARETFT
Interest expense RITERR
of bank borrowings AIEEHA N A]
and convertible bonds EHM AT (62,753) (58,266) (42,436) (53,972)
Less: Interest capitalised B BAEFE — 17,609 — 17,609
Interest expense — net FlEZ e (62,753) (40,657) (42,436) (36,363)
Less: Interest income A FBUA 1,935 1,761 1,158 798
Others HE (36) (1,203) (24) (1,177)
(60,854) (40,099) (41,302) (36,742)
(26) INVESTMENT INCOME 26 BEUWZ
Group Company
a4 AF
Six months Six months Six months Six months
ended ended ended ended
30 June 30 June 30 June 30 June
2007 2006 2007 2006
BZE2007F HZE2006F HBZE2007F BZE2006%F
6HA30H 6A30H 6HA30H 6A30H
6@ A 6@ A IE6{EA 1t618 A
Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFIT AREFT AREFT AREFT
Equity accounting: bice s T
Share of net profit FEAG A R
of an associate 2,499 — — —
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(27) RELATED PARTIES

(a) Related parties that have controlling relationship (a) BHEEHBENEERS
Relationship
Name of Place of Principal with the Type of
related party registration businesses: Company: enterprise:
BuBLER A3t B TEEHR AN RHBE KEME
T™MICL Tianjin, the Development, Controlling Limited
PRC construction and shareholder of company
management of the Company
municipal infrastructures
MR E hERE AR R BB R ERRA
MEERREEER
TMEB Tianjin, the Supervisory Supervisory Government
PRC management of the controller of authority
infrastructure and road the Group’s
construction in Tianjin businesses
RRMHRIER RERE TERRTIH FBREER Bl A
REMERMER
Qu Jing Capital note:  These companies are subsidiaries of the Company and Limited company
their principal businesses are detailed in Note 5(5)(a).
HEEIRKEERAA EHSAARRRTRERTF AT HAMEESE - BRDF
Guizhou Capital Limited company

EMAIEKBERAR

Water Recycling
REFKERETAT

New Materials
KEEEENBRATF

Fu Yang Capital
BRAXKBEERAA

Bao Ying Capital
BREAFXKBEREMERA

Chi Bi Capital
HREARKBEBERAR

Hong Hu Capital
RAT AR KB BERAF

Hong Kong Capital
REEZRR (BE)BRLF

Hang Zhou Capital
MM REIKBERAR

Wendeng Capital
NEARKBEBERAA
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27 BEABRE

ERRA

Limited company
BRAF

Limited company

ERAF

Limited company

ERRA

Limited company
BRAF

Limited company

ERAF

Limited company

ERRA

Limited company
BRAF

Limited company

ERAF

Limited company

BERRA

Legal
representative

EERRA

Ma Bai Yu

EI=ES

Sun Zeng Yin

BB

Zhang Wen Hui
KX
GuQiFeng
ERE
Zhang Wen Hui
R X

Luo Lian Fang
BER
Zhang Wen Hui
RXE

Lin Wen Bo
HRIUR
Zhang Wen Hui
RXE
Zhang Wen Hui
RXE

GuQiFeng
FRE

GuQiFeng
BRI

Lin Wenbao
PRI



(b)

(o)

Paid up capital of related parties that has controlling (b) FHEZEHERNBEBLNEIMELRAR LS
relationship and their movements 1t
As at As at
31 December Additions 30 June
2006 in this period 2007
H2006F 7 5 48 n 88 20074
12R31H 6H30H
Rmb’000 Rmb’000 Rmb’000
ARETT ARETF T AREFTT
TMICL MRRE 1,820,000 — 1,820,000
Qu Jing Capital HhIS A KBS BER DR 120,000 — 120,000
Guizhou Capital EMBIZKBERAR 100,000 — 100,000
Water Recycling REFKEREEAF 100,000 — 100,000
TCNM RAEBIEEVERAT 37,500 — 37,500
Fu Yang Capital BISRIZKBERAF 45,000 — 45,000
Bao Ying Capital BRAIZKBEREEAT 38,000 — 38,000
Chi Bi Capital TREERIZOKTEBIR AR 35,000 — 35,000
Hong Hu Capital HOAT B KB B R AT 20,000 — 20,000
Hang Zhou Captial INRBIKFEBR AR 257,445 — 257,445
Wendeng Capital XEEIFKEAR LA — 48,000 48,000
usb’000 UsD’000 UsbD’000
T FT ETFT ETTT
Hong Kong Capital REEERR (58) BRAF 7,840 — 7,840
Share or equity of the Company held by a related party (c) FHEEHBEERNBEESMERAQATRARN
and its movements ERRHEZL
Reduction
As at 31 December 2006 in this period As at 30 June 2007
2006512 A31H THRSE R200756A30H
Rmb’000 %  Rmb'000 %  Rmb’000 %
AREFT ARt AREFT ARl AREFIT Bt
T™MICL MHIRE 797,153 59.91% (22,168) -4.66% 774,985 55.25%
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(d) Major related parties that have no controlling

relationship

Tianjin Urban Infrastructure
Construction Investment
Group Co., Ltd. (“TUICIG")
REBTERREERIREEEER QA

Tianjin Sewage Company

REMPKAT

Tianjin Sewage Management Bureau
No.8 Management Office
REMPKEREE S\ K EEM

Tianjin Sewage Engineering Company

KEMPKIIEA A

Tianjin Road & Bridge Management Bureau

REMERBREER

Tianjin Municipal Engineering Design
Research Institute
RAMHH LTI RTHIER

Scott Willson (Tianjin) Consultancy Company

(d) FTEEEHNBRNEERABT

Relationship with the Group
BEASEEE

Other enterprise significantly influenced by key
management of the Company

EARREAREBEABERTENEMBPE

State-owned company under the su pervisory control of TMEB

RXmBBEENEELERA

State-owned company under the supervisory control of TMEB

RXmHRBEENHELERA

State-owned company under the supervisory control of TMEB

RAXTHBEENEEPERAA

State-owned company under the supervisory control of TMEB

RXmRBEENEELERA

State-owned company under the supervisory control of TMEB

RXTHBEENEELERA

Associated Company of Tianjin Municipal Investment Co., Ltd

B (RE) IREHRERAA AR AR AR AR R EY B A B
(28) RELATED PARTY TRANSACTIONS 28 BEAEER B
Except for those as mentioned elsewhere of this condensed interim R RAGHBMRPERENFR TR HE
financial information, the following is a summary of significant BN REEEETHBE S ER RS EPH#ET
transactions with related companies which were carried out in the WEMERZSUOT :
normal course of operations of the Group.
Related parties Nature of transaction Six months Six months
2] pag: k=g A XHEME ended ended
30 June 2007 30 June 2006
BZE Bz
20074 2006%F
6H30H 6 A30H
Z2XREA Zx1EA
Rmb’000 Rmb’000
AE®TFT AREFT
Income:
WA
TSC Revenue from sewage water
REMHKAH] processing services (Note 1(a))
KB IR BRTE B A (Ffit—(a) 329,013 284,152
TUICIG Rental income
ROER T A R e 2 R HaA
REKEERRA 2,837 —
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(29) CAPITAL COMMITMENTS

29

EXREE

Contracted but
not provided for
EENREE
30 June 31 December

Authorised but
not contracted for
EHEREN
30 June 31 December

2007 2006 2007 2006
8=z =S 8=z 8z
2007 % 20065 20074 20064
6H30HL 12A31HL 6H30HLE 12A31HL
Rmb’ million ~ Rmb’million ~ Rmb’million ~ Rmb’ million
ANEEFET AREBET ARKEET AREB&ET
Water processing plants in: KRR R ¢
- Ji Zhuang Zi — T — 4 — —
- Xian Yang Lu — B5 — 2 — —
- Bei Cang —itE — 2 — —
- ChiBi — JREE 34 59 — —
- Hang Zhou =AM 341 341 — —
- Hong Hu — 16 16 — —
- Wendeng —3F — — 120 —
Water recycling plants: HROKRRIER -
- Xian Yang Lu water — B3 5/KEIATE
recycling project 17 67 50 —
- Bei Chen water — b RA KR
recycling plants 17.8 2 77 107
- Dong Jiao water — R IKER
recycling plants — — 129 —
Total-Group a0 425.8 493 376 107
(30) DIRECTORS’ REMUNERATION 30 EEME
The Company and its subsidiaries have paid an aggregate B Z 200746 A30H L6 A - REERAL
remuneration (including salaries, housing allowance and other AESFXNTHE (REHFS FERMREHE
allowance) of Rmb1,021,000 to the Company’s directors (2006: TR AR®1,021F 7T (2006F : AR
Rmb902,000). The total amount includes director fees of 902F T) + EHRBEABYERTESTIMNZ
Rmb298,000 (2006: Rmb312,000) paid to independent non- Bl & A R¥298F 7t (2006%F : AR¥312F
executive directors for the period ended 30 June 2007. TT) ©
(31) SUBSEQUENT EVENTS 31 BMAEE
On 31 July 2007, the Board of Directors of the Company resolved to 20076 7A318  ARREBERFRIER
exercise its option to redeem all the outstanding convertible bonds NAIFEBMAREFEENATBRITERRZE
issued by the Company as at 27 August 2007 (Note 5(18)(c)), in BT ARBREZE2007F8A27H 12T
accordance with the term of the issuance. BMEFFEAATREOERZ (FRMFTR
18(c)) °
(32) AUTHORISATION FOR THE ISSUE OF THE ACCOUNTS 32 BFHRROZERD

The accounts were authorized for issue by the Directors on 15 August
2007.

S RERN2007FE8 A1 HEHARNRES
SR AEED -
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SUPPLEMENTARY INFORMATION

Supplementary information of cash flow statements for

the six months ended 30 June 2007

Supplementary Information

(1) Reconciliation of net profit
to net cash flows from
operating activities

Net profit
Add/(Less):
Minority interests
Depreciation and amortisation of fixed assets
Amortisation of intangible assets
Losses on disposal of fixed assets
Interest expenses — net
Investments loss (less: income)
Decrease in inventories (less: increase)
Decrease in operating
receivables (less: increase)
Increase/(Decrease) in operating
payables (less: decrease)

Net cash flows from operating activities

(2) Net Changes in cash and
cash equivalent

Cash at end of the period
Less: Cash at beginning of the period

Net increase/ (decrease) in cash

NHEREHR

1 BEFEINERGS

RETHRERE *

N

s Ca)

2 b
mILEAESE

ElE & EWmEER

B 758 A

wEEL O - W)
FERRL CF - 15m)

B &=

Group
Unaudited
Six months
Ended 30
June 2007
=i
REET
Bz
20074
6H30H
+6fE A
Rmb’000
ARBTFT

110,585

(1,211)
91,719
10,759
269
62,753

(2,499)
1,101

SRR R Ol #Ehn)

(244,864)

R ENIAEB R OBl R)

RETPHELNRERETE

25,916

54,528

2 BRERRSLEVFLHER

R R HIRERER
B R BRI TIEREE

REFEM () &

799,384
718,744

80,640

(—) B8ZE200756A30ALANEARERER

Company
Unaudited
Six months
Ended 30
June 2007
AT
RGETT
Bz
20074

6 A30H
-6 A
Rmb’000
ARKTFT

107,402

61,277
7,478
46
42,436

223
(225,758)
(12,240)

(19,136)

534,133
601,135

(67,002)



months ended 30 June 2007

EH

Items

Balance at
31 December 2006
Changes of
accounting policies
Restatement of
accounting errors
for prior periods

Balance at 1 January 2007

Addition for
January-June 2007:

Net profit

Conversion of
convertible bonds

Sub-total

Reduction for
January-June 2007:

Dividend

Sub-total

Balance at
30 June 2007

2006 &
12 B31 B&E
SHHREE

AIHESEE

200761 A1 B
2007 16 A%EM :
pe2ilbe

fEEmR

Nt

2007 516 AR -
HRENHE

Nt

200756 A30 A
HE

(ii) Consolidated statements of changes in equity for the six

(Z) 2007 1-6 AEHFEERERZB X

Current period amount
FHER
Attributable to equity holders of the Company
BERAARRERS
Capital General Undistributed Minority
Share capital  reserve fund reserve profit Interests Total
Bx EXDH BBAR APENE  OBRREZ RREZESH
Rmb’000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000
AREFT  AREFT  ARETT  ARETT  ARETT  ARETX
1,330,666 101,297 220,356 734,539 116,111 2,502,969
1,330,666 101,297 220,356 734,539 116,111 2,502,969
— — — 110,585 (1,211) 109,374
71,97 205,840 — — — 277,81
71,971 205,840 — 110,585 (1,211) 387,185
— — — (56,106) — (56,106)
— — — (56,106) — (56,106)
1,402,637 307,137 220,356 789,018 114,900 2,834,048
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HH

[tems

Balance at
31 December 2005
Changes of
accounting policies
Restatement of
accounting errors
for prior periods

Balance at 1 January 2006

Addition for
January-June 2006:

Net profit

Conversion of
convertible bonds

Minority shareholders’

investment in subsidiaries

Sub-total

Reduction for
January-June 2006:
Transfer to statutory
common reserve
Dividend

Sub-total

Balance at 30 June 2006

2005 &
12 831 BHE
SHBXE

FIEEREL

200651 A1 RHE

2006 % 1-6 A0 :

A
BEER

PHRR
RHBARINRE

Nt

2006 516 AR -
RRBHAE
HRENHE

Pt

2006 F 6 A 30 BEpE

Comparative period amount

LERHER
Attributable to equity holders of the Company
BERSAARRER
Capital General Undistributed Minority
Share capital  reserve fund reserve profit Interests Total
Bx EXDH BBAR APENE  OBRREZ RREZRSH
Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000 Rmb'000
AREFT  ARETRT  ARETRT  ARETT  ARETT  AR¥TX
1,330,658 101,270 200,721 648,712 49,132 2,330,493
1,330,658 101,270 200,721 648,712 49,132 2,330,493
— — — 93,030 (703) 92,327
6 23 — — — 29
— — — — 68,520 68,520
6 23 — 93,030 67,817 160,876
— — — (53,226) — (53,226)
— — — (53,226) — (53,226)
1,330,664 101,293 200,721 688,516 116,949 2,438,143
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six months ended 30 June 2007

BHH

Items

Balance at 31 December 2006

Changes of accounting policies

Restatement of accounting errors
for prior periods

Balance at 1 January 2007

Addition for January-June 2007:
Net profit
Conversion of convertible bonds

Sub-total

Reduction for January-June 2007:
Dividend

Sub-total

Balance at 30 June 2007

2006 F 12 A 31 HEAE
SHBRE
BIEIZSEEIE

2007 F1 A1 B%E
2007 F 1-6 A0 -
FHE

B

Nt

2007 F 16 AR
HREMDE

gt

2007 %6 A 30 A&RER

(iii) The Company’s statements of changes in equity for the

(Z) 2007F1-6 AL AT TEEREREH R

Current period amount

FHEE
Share Capital General Undistributed
capital reserve fund reserve profit Total
I O | BHAR  A2ENE BRREZSSH
Rmb'000 Rmb000 Rmb'000 Rmb000 Rmb'000
ARETT  ARETT AREFTT ARETT ARETR
1,330,666 101,297 217,734 748,458 2,398,155
1,330,666 101,297 217,734 748,458 2,398,155
— — — 107,402 107,402
71,971 205,840 - - 277,811
71,971 205,840 - 107,402 385,213
— — — (56,106) (56,106)
- - - (56,106) (56,106)
1,402,637 307,137 217,734 799,754 2,727,262
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Comparative period amount

LERMEE
Share Capital General Undistributed
capital reserve fund reserve profit Total
HE L BF0R BHOE  ROEME RREZSH
Items Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000

ARETT ARETT ARETT ARETT ARETTL

Balance at 31 December 2005 2005 F 12 431 BH%E 1,330,658 98,721 200,721 664,560 2,294,660
Changes of accounting policies EREGE — — — — —
Restatement of accounting errors ~ AIHIZSEEIE

for prior periods — — — — —
Balance at 1 January 2006 20061 B 1 BHE 1,330,658 98,721 200,721 664,560 2,294,660

Addition for January-June 2006: 2006 F 1-6 A0 :

Net profit FHE — — — 96,899 96,899

Reversal of investment income FEATARIEE NG RE — — — — —
from subsidiaries under CAS

Conversion of convertible bonds e 6 23 — — 29

Sub-total s 6 23 — 96,899 96,928

Reduction for January-June 2006: 2006 F1-6 A
Transfer to statutory common reserve JEENE#HATE — — — — -

Dividend HREN DA — — — (53,226) (53,226)
Sub-total Nt — — — (53,226) (53,226)
Balance at 30 June 2006 2006 6 A 30 B#4E 1,330,664 98,744 200,721 708,233 2,338,362

(iv) The Group’s statement of provision for assets impairment (/) B Z2007%6 A 30 B 7~ & B B 2% 89 4

for the six months ended 30 June 2007 =
As at
As at 30 June
31 December Addition Reduction in 2007
2006 in this this period Balance
20065 period KR HE 20075
12A31H N Reversed Used 6A30H
Item HE HREsAE FRE B B REEAE
[tems Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
AREFIT AREFIT AREFIT AREFIT AREFIT
Provision for declines FEUGEEE 4,000 — — — 4,000

in the value of inventories

Provision for fixed EEEEREEE 3,760 — — — 3,760

assets impairment

Total A&t 7,760 — — — 7,760
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(v) Reconciliation of the Group’s net profit for comparative (f) AEBE2006F R FERBE=ERAT X
period in 2006

Amount
ltems HA ]
Rmb’000
AREFT
Net profit for the period from 200651 A1 A E6 A30H HifA
1 January 2006 to 30 June 2006 ERE (REET2ER) 96,225
(old accounting standards)
Add: Total impact of e EYERIEE T EARTER
retrospective adjustments (3,195)
Including: income taxes Hep o BRI (1,573)
Profits attributable to the equity 200641 81 BE6A308 HEEREBEN A F
owners of the Company for the FTE &K EAE Grast 481
period from 1 January 2006 to
30 June 2006 (CAS) 93,030
Add: Minority interests presented R BT BSRERIIRE D EIRRIES
in previous interim
financial statements (703)
Pro-forma net profit from 200641 A 1H%E6 4308 AAREEFF)H

1 January 2006 - 30 June 2006 92,327
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VIII. Purchase, Sale or Redemption of the
Company'’s listed securities

The Company and its subsidiaries did not purchase, sell or redeem any of
the listed securities of the Company during the reporting period.

IX. Audit Committee

On 31st July 2001, the Board approved the establishment of the Audit
Committee to review and supervise the Company’s financial reporting
procedure and internal controls. The Audit Committee comprises the
independent non-executive Directors Messrs. Ko Poming, Wang Xiangfei
and Gao Zongze. The Audit Committee, together with the management
of the Group have reviewed the accounting principles and practices
adopted by the Group and discussed with the management of the Group
the internal controls and financial reporting matters including the review
of the unaudited interim results and the Interim Report. The Audit
Committee agreed with the accounting principles, standards and methods
adopted in the preparation of the Group’s unaudited interim accounts
for the six months ended 30th June 2007.

X. Code on Corporate Governance Practices

None of the Directors is aware of any information that would reasonably
indicate that the Company is not or was not, for any part of the reporting
period, in compliance with the code provisions of the Code on Corporate
Governance Practices as set out in the Appendix 14 to the Listing Rules.

XI1. Model Code for Securities Transactions
by the Directors

The Company has adopted a code of conduct regarding the securities
transactions by the Directors and Supervisors on the term exactly the
same as the required standard set out in the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in the Appendix 10
to the Listing Rules. The Company, having made specific enquiry of all
the Directors and Supervisors, confirmed that all the Directors and
Supervisors have complied with the code of conduct regarding the
securities transactions by the Directors and Supervisors during the
reporting period.

XIl. Documents Available for Inspection

1. Textand summary of the 2007 Interim Report signed by the chairman
of the Company;

2. Financial statements signed and sealed by the legal representative,
officer in charge of the accounting function and the officer in charge
of the accounting department of the Company;

3. Original copies of the documents and announcements of the
Company which were publicly disclosed on newspapers specified
by CSRC during the period covered by this report; and

4.  The Articles of Association of the Company.

By order of the Board
Ma Baiyu
Chairman

Tianjin, the PRC

15 August 2007
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