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Chairman’s Statement
TEHEE

" CT Environmental Group Limitec
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2014 Annual Results Announcement
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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of CT
Environmental Group Limited (the “Company”, together with its
subsidiaries, the “Group”), | am pleased to present to you a brief review of
the business and financials of our Group in 2014 and at the same time
the outlook of the sector in future.

With the utmost effort and commitment from our management team and
operation team, we achieved a satisfactory financial results for the year
2014. We recorded a turnover of HKD1,032.5 million, representing a
113.0% growth compared with year 2013. At the same time, profit
attributable to equity shareholders of the Company amounted to a record
high of HKD424.7 million, representing a 89.3% growth compared with
year 2013. The above financial results were consistent with our
expectation due to the launch of new projects, increase in utilization of
some of the projects and the additional contribution from acquisitions.
The Board had resolved to declare a final dividend of HKDO0.03 per share
and a special dividend of HKD0.025 per share and we considered this
level of dividend had balanced the interest of investor and the capital
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IERESE

expenditure requirement of the Group. In view of the stricter government
regulations, we believed that the sector will continue to have much
opportunity for expansion and our Group will strive to grasp such
opportunities to drive long term growth.

The Group had certain corporate achievements during the year. In
addition to the successful completion of various acquisitions and the
favourable trend for our share price during the year, our Group has been
included as a constituent of Morgan Stanley Capital International (‘MSCI”)
China Small Cap Index since 30 May 2014. Subsequently since 8
September 2014, our Group has also been selected as constituent of
certain Hang Seng Family of Indexes including Hang Seng Composite
Index — Utilities and Hang Seng Composite SmallCap Index. With a
listing history of just one year, such achievements reflected general
acceptance by the capital market.

Looking forward, we expect more opportunities to come in view of the
continual favourable government policy in both wastewater treatment and
sludge treatment sectors and in view of our Group’s execution ability and
experience accumulated in the past in dealing with wastewater and
sludge. We believed that syngery can be achieved by pursuing an
approach to expand in wastewater treatment segment and sludge
treatment segment at the same time since sludge is actually a by-product
coming out from wastewater treatment process so that the availability of
wastewater treatment capacity represented a reliable source of sludge for
the operation of sludge treatment facilities. In addition to wastewater
treatment and sludge treatment, our Group also planned to step into the
hazardous waste treatment business segment which also enjoys
favourable government policy. Pursuant to the announcement dated 1
December 2014, we were in the process of acquiring a company who
possess large processing scale and great varieties of hazardous wastes
in Guangzhou. We believed that the target company is the largest private
enterprise engaging in integrated industrial wastes disposal and treatment
in Guangzhou and the completion of this acquisition is expected to be on
or before 30 June 2015.

B EARNRAXHERERFE - ER DB K
FEE RMEEZEZAEEZRERE &
SERBHENZERE RERBEE-

AEERFRARFETREKI - BRI FRKDY
EREZHARBEEARAEEAREZENBE 2
Sy REER T -NEFRA=THERARE
R/ FE AR BB (TMSCI) B /N B 1 3 45 3R
PRz—-BEHE BZT-—HEFLANBE K
SETENAEBERBRIN 2K BEEE
HAEE - RAEEREARA/NERIER - E
RELT—F ZFNRRREANTIZHANEE
ZERRA

REARR EREKEERBEBEEVRIETE
ERRAHFENTFRENOIRE  RAKERTEN
FOBERISRKEITREETERZNKE R - B
BMKESEZEHE - HRMARK ARNISRER
ERBKEEBREMNEIER  BBERKSKE
B &R0 R B HE K05 B BRI ) BB R A AR R X
e At AEBEMBSKEEE NSRS RERE
Wi 2B RAFEZIFRAR - BRITKEIFR
RIS REBEMFEEABREDRIEESR S
B RERFEMNEOBRABRR - REBHR =
E-—MFE+-_A-HzZAE RPEELEBE XK
RENTREREDEERBEEARBERZ 24
Al HMRR BERARAA/EMTRANITEE
EVEARERERECE HHABKEBER
BRZE-—RFANA=ZTHHZATAK -



Our Group was also delighted to had successfully invite GIC, one of the
world’s leading sovereign wealth funds to manage Singapore’s foreign
reserves, to be one of our shareholders and currently holds 5.7% of our
shares. The allotment of new shares to GIC was completed on 23
February 2015 and the Company had received a gross proceeds of
approximately HKD620.3 million. The invitation of GIC not only broaden
the shareholder base of the Company and enhance the Company’s
profile but also provide the Company with adequate funds to finance
potential mergers and acquisitions and would enable the Company to
seize various opportunities in the environmental protection sector in
different provinces within the PRC.

Finally, | would like to take this opportunity to express my sincere
gratitude to all shareholders and various stakeholders of our Group for the
continuous support to our development and | would also like to extend
my appreciation for the hard work and contribution of the devoted staff of
our Group during the year.

TSUI Cham To
Chairman of the Board

Hong Kong, 31 March 2015
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

1.

Financial Summary 1. BBERE
The particulars of the revenue comparison by business segment for AREFBFZ2-_ZEZ—"NF+-_A=+—8BLK
the years ended 31 December 2014 and 31 December 2013 were TR -—=FE+ A=t -BUEEREL
as follows; DEEI D 2 WA LLBRFBIIHI AT ¢
Revenue
EERA
2014 2013 Increase/(Decrease)
—E—-gEF —E—-= i/ GRa)
HKD’000 HKD’000 HKD’000 %
FET FHET FAET
| A A
Provision of wastewater treatment 12 {5 7K 5 32 &
plant operation services BERS 509,308 310,586 198,722 64%
— Build-Own-Operate —ER-HE-%E
(“BOQ”) Projects (lBOO)E B 444 886 267,031 177,855 67%
— Build-Operate-Transfer —ER-EE-BX
(“BOT”) Projects ([BOT))IEH 48,258 43,555 4,703 11%
— Entrusted Operation —ZEEEE
Projects 16,164 — 16,164 N/A
Supply of industrial water T ¥ A K e R 7% 52,338 53,435 (1,097) (2%)
Provision of heating services HER 84,626 84,636 (10) (0.01%)
Provision of sludge and RESRAKREEED
solid waste treatment services B8 AR E 306,902 20,002 286,900 1,434%
Provision of wastewater RHISKIER
project construction services ERRE 63,461 — 63,461 N/A
Finance income BB WA 15,909 16,190 (281) (2%)
1,032,544 484,849 547,695 113%
BUSINESS REVIEW AND OUTLOOK 2. ¥KEEREREE

The 18th National Congress of the Communist Party of China has
proposed the development blueprint of “The Construction of
Beautiful China” to put its emphasis on environmental protection
industries to a record high level. Under such background, the
Government speeded up its pace on the top-level planning in
relation to environmental protection and related industries: in
August 2013, the State Council issued a “Guideline on accelerating
the development of energy-saving and environmental protection
industry”, and estimated that the average output growth rate per

PHRITNAKRIBREREZBHEINER
EB SREEXREAEMNMAENSE
EIERT BREENREREREHE
ENTEERFLE-—FTNRT K : —F
—=%F)\A - BB 58 R X hn R 3
REBERREXZNER) BAHERRE
EEBEFHERBEIS%IA L B T —
hFREERMBABRRARB4EE T
BRABRGEHRNOIIFER: —T—0OF



annum for energy-saving and environmental protection industry to
be over 15%, while the value of gross output is estimated to reach
RMB4.5 trillion in 2015 and become the new pillar industry; in
December 2014, the “Opinions of the General Office of the State
Council on Promoting the Third-party Treatment of Environmental
Pollution” promulgated by the State Council of China for the
positive development of the environmental protection capital market
and the contents of which covered the prioritized listing and
debenture fund raising for those third-party enterprises who
satisfied certain conditions; on 1 January 2015, the revised
“Environmental Protection Law of the People’s Republic of China”
reputed as “the most stringent one in history” was implemented
officially. The revised “Regulation of Guangdong Province on
Environmental Protection” and the local regulations for
environmental protection will be imposed in succession. Following
the launch or forthcoming promulgation of the above-mentioned
laws, regulations, opinions and the material pollution prevention
plans including the “air ten” (ten measures for atmospheric pollution)
and “water ten” (ten measures for water pollution), China will further
enhance its policy support and contribution of funds for
environmental protection, and will also further increase its regulatory
efforts and impose stringent enforcement on environmental laws,
which brings about tremendous market opportunities and room of
development for the Group.

The Group celebrated its first anniversary for listing its shares on
the Stock Exchange of Hong Kong Limited (“Stock Exchange”) in
2014. The successful listing not only strengthened shareholder
base of the Group, but also further enhanced its financing ability
and improved its brand awareness and notable reputation. During
the year, the Group had continued to steadily promote the
development of its various businesses. In light of the favorable
support of various environmental policies and the ever-growing
market demand, apart from further consolidating and expanding
the existing wastewater treatment and industrial water supply with
fruitful outcome, the Group has also resolved to enter into and
made breakthrough in the sectors of sludge treatment and solid
waste treatment to painstakingly provide all-round, one-stop and
comprehensive environmental services for its customers, so as to
maintain our leading position in the highly competitive market and
achieve profitable results.

The major businesses of the Group included the provision of water
treatment services and the provision of sludge and solid waste
treatment services.
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BRE] TP EAREMBEIRERE
EVIER BT MIEEIBRM(ERE IRIBRE
EHIE R 7 B E /IR REM H HEER T
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Management Discussion and Analysis
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1.1 Water Treatment Services

As at 31 December 2014, the Group operated a total of ten
water treatment plants, including 6 industrial wastewater
treatment plants, 2 municipal wastewater treatment plants,
and 2 industrial water supply plants. As at 31 December
2014, the total designed daily capacity of wastewater
treatment facilities in operation was 515,000 m®, representing
an increase of 41% compared to the daily capacity of
365,000 m® as at 31 December 2013. The total designed
daily capacity of industrial water supply plants in operation
was 210,000 m?, representing an increase of 40% compared
to the capacity of 150,000 m® as at 31 December 2013. The
additional total designed daily capacity increased during
2014 was 210,000 m®, which was contributed by a industrial
wastewater treatment plant under BOO model with the
designed daily capacity of 50,000 m° two industrial
wastewater treatment plants under Transfer — Build —
Transfer (“TBT”) model with the aggregated designed daily
capacity of 100,000 m®, and a industrial water supply plant
under TBT model with the designed daily capacity of 60,000

m?®.

7k B B R 7%

R-ZE—NWME+-_A=+—0 K&
EeLBEBL1I0EKEER  EHB81E
BFF T 255 /KEEM - 2/ M5 KE
B 2B ITHEKEER - R — Y
F+-—A=+—H8 EELHPHKE
H955K BRI T B 25T 8 1 A515,000
SNAERKTIZFRD BRZE—=F
+=HA=+—H#I8e 713865,0003Z 5 K
FHEENMN%: TEKEESEAR
5188 71 2210,00037 /5K B =& —
=F+ = A=+ HKAE 150,000 F5
KEBEEMI0% REBR ZZ — Y
FHBHEBEL KRS HBRGBE
71 7/4210,00032 75 K - B B R IEEE
/50,0003 77 oK #) — {BOO I 2 )5 7K
FRIEIE B - HE B 71 & 7 4A100,000
SNHEKEMEEE - S - B —
([TBTH) TESKEEIER UEBE
3 f& 51 £60,00037 77 K& — ETBTL
HRKHEIERE -

1.1

The analysis of projects held was as follows: BEEEBZOWMWT :
Industrial

Daily Designed Municipal Wastewater Water
Treatment Capacity Industrial Wastewater =~ Wastewater Treatment Industrial Water Supply
(M%/Day) Treatment Treatment Subtotal Supply Subtotal Total
EHRE I#%
BRIEREND TR SRR 7K fit &
(ZLFK/K) TETKER BKEE NEE TEAKALRE NEF wat
' ' /' _J __J /! ' [/ /' |
Operational Model ~ :EZ R BOO BOT TBT BOT BOO TBT
In Operation el 250,000 45,000 100,000 120,000 515,000 150,000 60,000 210,000 725,000
Under Construction*  fE#* 200,000 — — — 200,000 50,000 — 50,000 250,000
Proposed

Construction e 100,000 55,000 30,000 — 185,000 50,000 — 50,000 235,000
Total “as 550,000 100,000 130,000 120,000 900,000 250,000 60,000 310,000 1,210,000
Number of Water

Plants/Each KRB EE
In Operation B 3 1 2 2 8 1 1 2 10
Under Construction*  7EzE* 1 — — — 1 1 — 1 2
Proposed

Construction i 1 — — — 1 = — — 1
Total 4aEtr 5 1 2 2 10 2 1 3 13
* Expansion of productivity based on existing water plants was * EEAKBER FIEEEREA AN

considered as without increasing the number of water plants

KEREE



1.1.1Industrial Wastewater Treatment Services

As at 31 December 2014, the Group has owned 4
industrial wastewater treatment plants in operation in
Guangdong Province and Hunan Province and taken
over the operation of 2 industrial wastewater treatment
plants in Guangdong Province. The daily total designed
treatment capacity was 395,000 m3 with the daily
average productivity utilization rate of approximately
84%. Industrial wastewater treatment is the core
business of our Group and certain facilities had already
operated for a number of years so that they had higher
operation efficiency and better customer profile. We
expected industrial wastewater treatment will continue
to be the major core business of our Group.

1.1.2Municipal Wastewater Treatment Services

As at 31 December 2014, the Group operated 2
municipal wastewater treatment plants in Guangdong
Province. The daily total designed treatment capacity
was 120,000 m3 and these plants are currently
operating near their full capacity. We believe that these
2 wastewater treatment plants are able to provide a
stable source of revenue to our Group. In future, our
Group may not be actively expanding in the municipal
wastewater treatment segment since the core business
and the main strength of the Group’s is in the industrial
wastewater treatment segment.

1.1.3Industrial Water Treatment and Supply

As at 31 December 2014, the Group operated 2
industrial water supply plants in Guangdong Province.
The daily total designed treatment capacity of these
plants was 210,000 m3 with an average utilization rate
of approximately 53% for the year ended 31 December
2014. These plants are located within an industrial park
with wastewater treatment plants operated by the
Group, and provide industrial water and wastewater
treatment service to these customers. We regard such
industrial water supply service as an ancillary services
to the customers in the industrial park. We estimated
that there will be steady growth in this segment.

TERREEERLE —T-NFFR
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RZFE—WFE+=—A=+—8"
AEBMEERARAEE NG
EEETIESKEEBRIE &
BERAEEBEBLTESKER
Mo ERAEER-RNEESH
395,0003Z /5 K - B ¥ = 85 F| A
KU B84% - TESKEER B
EEzZLERE BETREDS
BARBLZF  AMHELEERR
EeRBRFHEART - KMEMH
ITESKEBBEEALREER
FTEROERS-

1.1.2 BUS KR 2 AR 7%
W—_ZT—NE+—_A=+—8"
REBMAERRENEEMHRSK
BIEMOE  BRTEEENA
& H120,00032 5 K - Z E W&
B A IE % 3 2Om 8 R E M o &AM
1= 52 M5 KR 38 Bk 40 A R
SEREBTRERE AARE
EoLEERITENEEFRR
TESKEERDE  AEERK
R GEBIRRR TS KEESD

BB

1TASITXRAKEERHE

W—_E—NE+=-_A=+—8"
NEBEERENBEL TEKE
EM2/E Bt REBENEE
H210,00032 5 K B E - F —
mE+-—A=+—BItFEE  F
BHFARLE EE3% - ZERE N
P B R £ B4R 4 2 55 7K i 1 IR )
—EIEER TRABAXEER
Bt TERKEERSKER
BR7% - P H5 5% T % k4 FE R
BRAATLEBRRNETFRENH
BR - RffEt s BBET
BE -
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1.2 EEEERK

1.2 Solid Waste Treatment Services

As at 31 December 2014, the Group operated a total of 3
sludge treatment facilities, including one with the
comprehensive capability of treating and disposing of the
general industrial solid waste. The daily total designed
capacity was 2,442 tonnes for sludge treatment, representing
an increase of 538% as compared to the daily capacity of
383 tonnes as at 31 December 2013. The substantial
increase in capacity was attributable to the acquisition of
Qingyuan Lvyou Environmental Protection Technology
Company Limited (“Lvyou”) during the year ended 31
December 2014 and the enhancement of the capacity of one
of our existing Yonghe Haitao Sludge Treatment Facility (“Haitao
Sludge”). For the treatment and disposal of the general
industrial solid waste, the daily total designed capacity was
2,278 tonnes and had commenced its operation in 2014,
and becomes a new revenue stream of the Group.

The Group commenced its formal operation in the sludge
treatment segment in the second half of 2013 and
experienced a substantial growth in revenue since then. For
the year ended 31 December 2014, the revenue from this
segment was approximately HKD306.9 million (2013:
approximately HKD20.0 million), representing approximately
29.7% (2013: approximately 4.1%) of the total revenue of the
Group for the year ended 31 December 2014. Such
substantial growth reflected the strong demand from the
market which was attributable to the favourable government
policy in combating pollution generated by untreated sludge.

T 8 I !Iﬂ““‘"

R-E—NME+-_A=+—8 &%
BEeHELIRSRERE SR
Hf—ERNAEEEEEE —MRIE
BREYHEN -5 RRIEFSHER
FTREN12442W BN —FE—=F 1+
A =+ — B /9 # 71383 WA 1 1538% ©
BREBENDRKBRATTHRNREZ-Z
—mF+ZA=t+—HLEFEAKB
BEZBERBIEARAB (4B
AR AP IR A oK R8BS Ve R IR AR
[BEBRIZERENRANK —
MIXERBEYREEES B ERS
BE112,278MF - WA T —E A E
B R AAREEF AR -

REERZ ==—_¢T¥¢%ﬂﬁAIET
BEESRRESE BB EER .
ZoHMBEEERABER BE_Z
—OE+_A=+—HILFE k&
ZoE 2 W Em L) B3060E BB IL(Z
T—ZF:H2008EBBT) AL
EEE_T—NFE+-_A=+—H81t
FEBRFNN207%(ZT—=F:
£4.1%) ° 725 #BU S K18 15 & R
MR E K - M5 H KBTI AR
[FARERCREEBSEEEAZSEANE
FIB R T ER
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The analysis of projects held was as follows: REBBZTAET :
General
Industrial Solid
Daily Designed Treatment Capacity Sludge Waste Total
—RI
BERFTEERD VEp [ B2 EE Y #at
- ______________________ |
Tonnes/Day WA, B
In Operation Bt 2,442 2,278 4,720
Under Construction* Tz 1,000 - 1,000
Planned Construction A&l 1,389 1,805 3,194
Total wmat 4,831 4,083 8,914
Number of Facilities/Each REEE A
In Operation BEs 3 1
Under Construction T — —
Planned Construction rElER 1 2
Total it 4 3
* Expansion of capacity based on existing facilities was * TR A RFEEM FBRRELE A TGN
considered as without increasing the number of facilities HHEEE
1.2.1Sludge Treatment and Disposal 1215 REEEE
As at 31 December 2014, the Group operated 3 HR-ZT—pmE+—HF=+—8 -
sludge treatment facilities in operation in Guangdong AREBEESLANELSREE
Province. The daily total designed capacity was 2,442 TRELESRE - B RIEE N A
tonnes and the average utilization rate was H2,442M8 - EHF B EL A
approximately 81%. The sludge were mainly sourced 81% BEWHM S EETBERB k=
from the major cities of Pearl River Delta region AR EEH T OEMNT EY
including Guangzhou, Shenzhen and Foshan and the WoBLUTE URKREEIED
enterprises from the areas where the treatment WEFTEHE YD % o

facilities were located.

1.2.2General Industrial Solid Waste Treatment 122— M ITEXERBEBYEEER
and Disposal =
As at 31 December 2014, the Group operated 1 RZZE—NF+=—A=+—8"
general industrial solid waste treatment and disposal NREBEERENERE L —
facility in operation in Guangdong Province. The THEEEYRER SR
approved annual treatment capability was 820,000 1 %ERBE N AESENRE
tonnes. The current utilization rate was not high as it WE e AR TA - BATH A XK

had not been commenced for a long time. Following K BEEEXETIRIBME A
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the strengthened regulatory environment for the
industry, the tremendous growth potential was
expected. Within the facility, there was a harmless
disposal site for the harmless landfill of Category | and
Il general industrial solid waste and the strictly
controlled waste. The annual treatment volume was
100,000 m®, with the constructed storage capacity of
800,000 m® for Phase I.

During the NPC & CPPCC periods in 2015, Mr. Chen
Jining, the minister of the Ministry of Environmental
Protection of the People’s Republic of China,
expressed on the special press conference by using
statistics, that “investment on environmental protection
by the whole society in the PRC newly increased about
RMB100 billion per year during the period from 2012
to 2014, of which, investment by the Government
accounted for higher proportion, which was
approximately 30% to 40%”. Informed by that
information, the Government is anxious to bring the
social capitals into related markets so as to drive the
economic development. It is predictable that
environmental protection will be the important driving
force for motivating the current and future economic
growth in China. The investment in environmental
protection will be huge in the coming years. Within this
investment amount, the estimated total investment in
“water ten” solely will reach RMB2 trillion, which
undoubtedly brings great opportunities for the
wastewater treatment, one of the core businesses of
the Group. The Group will make full use of the
potentialities of enterprises and grasp the favorable
development in the industry, propelling the continuous
and steady growth for business scope and operating
efficiency.

While consolidating and deepening the wastewater
treatment, industrial water supply, sludge treatment
and solid waste treatment sectors, the traditional
strength fields of the Group, the Group is also
proactively developing other new sectors such as
“market-oriented operation model with point-to-point
services during the whole process” between
environmental-friendly enterprises and production
enterprises, and taking the initiative to seek further
breakthrough in the emerging environmental protection
industries, to provide numerous clients and investors
with more excellent and more diversified services as
well as returns on investment.
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Financial Review

Turnover

Our turnover increased by 113.0% to HKD1,032.5 million for the year
ended 31 December 2014 from HKD484.8 million for the year ended 31
December 2013. Such increase was primarily due to (1) the revenue
contribution from Lvyou, a newly acquired subsidiary during the year; (2)
the contribution from Yonghe Haitao Wastewater Treatment Facility Phase
Il (“Haitao Phase III”), which is a new facility engaged in industrial
wastewater treatment and commenced its formal operation in April 2014 (in
partial operation since July 2013) and thus made six months’ contribution
to the revenue for 2013 and twelve months’ contribution for 2014; (3) the
commencement of the sludge treatment business in the second half of
2013, together with the acquisitions of certain sludge treatment
companies including Heyuan Solid Waste Centralised Disposal Centre
Company Limited (“Heyuan Solid”) on 30 November 2013 and Lvyou in
April 2014, which made twelve months’ and eight months’ contribution to
the revenue of the Group in 2014 respectively, while only one month and
nil contribution was made respectively during 2013; and (4) the
contribution from Guangzhou Yinglong Wastewater Treatment Company
Limited (“Yinglong”), which is a 95% owned subsidiary of the Group with
effect from 1 May 2014 and had made eight months’ contribution to the
Group’s revenue for the year 2014, while in 2013, Yinglong was only an
associate of the Group and its revenue was not included in the Group’ s
revenue.

Cost of sales

Our total cost of sales increased by 152.0% to HKD450.4 million for the
year ended 31 December 2014 from HKD178.7 million for the year ended
31 December 2013, primarily due to the increased number of wastewater
treatment and sludge treatment facilities which were in line with the
increased turnover in general.

Gross profit and gross profit margin

Our gross profit increased by 90.2% to HKD582.2 million for the year
ended 31 December 2014 from HKD306.1 million for the year ended 31
December 2013, primarily as a result of the factors described above.

Our overall gross profit margin decreased to 56.4% for the year ended 31
December 2014 from 63.1% for the year ended 31 December 2013,
primarily due to the reason that proportion of revenue from provision of
sludge and solid waste treatment services increased from 4% for the year
2013 to 30% in 2014. The average gross profit margin from provision of
sludge and solid waste treatment service amounted to 49%, which is
lower than the average of 70% from provision of wastewater treatment.
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Administrative expenses

Our administrative expenses increased by 100.7% to HKD83.5 million for
the year ended 31 December 2014 from HKD41.6 milion for the year
ended 31 December 2013. This was primarily due to the increase in the
number of subsidiaries acquired during the year ended 31 December
2014, which resulted in (1) the increase in the employees’ remuneration
with the increase in the number of management personnel, and the
increase in other daily expenses for the increase in the number of
subsidiaries; and (2) increase in the professional fee relating to the
acquisition, including financing consultant fees, assessment fees,
consultation fee due to lawyers and auditing fee.

Finance costs

Our finance costs increased by 67.7% to HKD54.0 million for the year
ended 31 December 2014 from HKD32.2 million for the year ended 31
December 2013, primarily due to the increase in the amount of
outstanding bank borrowings of the Group for the acquisition of Lvyou
and Yinglong as of 31 December 2014. Such increase has been partially
offset by repayment of bank borrowings of other subsidiaries of the
Group.

Share of profit of an associate

Our share of profit of an associate decreased by 83.6% from HKD22.6
million for the year ended 31 December 2013 to HKDS.7 million for the
year ended 31 December 2014, primarily due to the acquisition of
additional 49% equity interest of Yinglong by the Group with effect from
May 2014 so that Yinglong becomes a subsidiary of the Group and is not
an associate anymore. The financial results of Yinglong had then been
consolidated into the Group.

Profit before taxation

Our profit before taxation increased by 72.3% to HKD471.8 million for the
year ended 31 December 2014 from HKD273.9 million for the year ended
31 December 2013, primarily due to the factors described above.

Income tax

QOur income tax expenses for the year ended 31 December 2014
decreased by 11.2% as compared with the corresponding period of last
year, which was mainly due to the decrease in the provision for
withholding tax imposed on the payment of dividends in the PRC. At the
same time, the effective tax rate has been substantially decreased from
17.9% to 9.2%, which was mainly due to the effect of new developed
facilities, such as Haitao Phase Ill and Haitao Sludge and newly acquired
projects such as Lvyou, Yinglong and Heyuan Solid entitled to
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comprehensive tax exemption. These newly developed facilities or
projects acquired commenced operation or were successfully acquired
only in the second half of 2013 or in the first half of 2014, therefore,
impact from the related tax exemption for 2014 was greater than that of
2018.

Profit attributable to equity shareholders of the Company
Our profit attributable to equity shareholders of the Company has been
increased by 89.3% to HKD424.7 million for the year ended 31 December
2014 from HKD224.4 million for the year ended 31 December 2013,
primarily as a result of the factors described above.

Liquidity and Financial Resources

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

As at 31 December 2014, the carrying amount of the Group’s cash and
bank deposits was approximately HKD147.8 million (2013: HKD445.6
million), representing a decrease of 66.8% as compared to that as at 31
December 2013, which was mainly attributable to the impact of funds
utilized for acquisition and other scheduled projects carried out by the
Group in 2014, such decrease in cash and bank deposits was partially
offset by the increase in the proceeds from new bank borrowings during
2014. The large balance of cash and bank deposits as at 31 December
2018 was mainly attributable to the proceeds received from the Initial
Public Offering in September 2013 but have not been utilised.

Loans and Borrowings

As at 31 December 2014, our total amount of utilised bank loans was
HKD1,319.7 million (2013: HKD552.2 million), and we had no un-utilised
banking facilities. The majority of these bank borrowings are denominated
in RMB. All of the Group’s bank borrowings carry floating interest rate.

These bank loans were secured and guaranteed by the charging rights of
industrial water supply turnover generated from Guangzhou Kaizhou
Water Supply Facility and the charging rights of wastewater treatment
turnover generated from Guangzhou Xintao Wastewater Treatment
Facility and Yonghe Haitao Treatment Facility, the equity interest of Lvyou
together with our certain buildings and lease prepayments.

TERREEERLE —T-NFFR

Management Discussion and Analysis
BB WED T

oW EFHERBRITKBEEY AT —=
FREFHF -_T—NF LXEFAHRBLE WG
KR A EEFREReY T —NFHFES
ARZE—=F-

KATERFTE ABGRET
FEHAREMEXR ARABRZHBEARMLR
MNEHEE T =Z+_A=Z+—HILFEHN
22AAEEHRTTIEMEIINEHE T —NFE+ =
A=+—HBLEFEMI4TEEET -

RBEERMBER

BMETENRPESREARATREIEELMINIA
BRE WBHERMRE EZRSKEERT
EHEKERE BERE BELLEREERIEER
MRRARFAXAR -

RZZE—NF+_A=+—H8 AELEBERELIE
AHERNEBEHNAI147T8SEESL(ZT —=
Fo4peEEBL) B_FE—=F+=ZA=+
—BRL668% FERXIALEA TN
FARETHOWEIEE REMMGEEEMRSAZ
EoHEE B RBOERNRIEBIH =
E-NEFEARTERABREBEE R=2F
— =%+ -_A=+—H8 Be kBT EINKE
EREIBRE-ZE—=FNABEBRRHELENS
FIE ZERENKABA -

B R E K

RZZE—WMNEF+_A=+—HB EMEFHAMH
BITEREBAIBI9TEEST(ZE—=
BE22BEBAT) MEAMIEERDABITRE -
ZEERRTDUARBE AEEART
BRIRFEF R E -

ZERTERBEMIN B RKREHAFTEM
TR SRR W A I SR NN T RS 7K AR IR AR e B K AN
BEREREMESKEEEXBREE LS H
Pt - ERBFIME TEFT REERN BRI
NYER -

19




CT ENVIRONMENTAL GROUP LIMITED  Annual Report 2014

Management Discussion and Analysis
BB wED T

Our gearing ratio, as calculated by dividing our total borrowings by our
total assets, was 36.5%, as at 31 December 2014 (2013: 29.2%). The
increased gearing ratio was primarily due to acquisition of Lvyou and
additional 49% equity interest in Yinglong by the Group in 2014. These
two subsidiaries held certain bank borrowings by virtual of developing
sludge treatment facilities and wastewater treatment facilities. In addition,
the Group also had new bank borrowings for acquisitions and working
capital use.

Contingent Liabilities

As at 31 December 2014, the Group had no material contingent liabilities
or guarantees. As at 31 December 2013, the Group together with the
other then shareholders of Yinglong, provided a guarantee to a bank in
respect of a bank loan granted to Yinglong. Subsequently in May 2014,
Yinglong became a subsidiary of the Group and such guarantee was no
longer being classified as a contingent liability of the Group.

Pledge of Assets

As at 31 December 2014, the Group pledged certain of its property, plant
and machinery and lease prepayments with an aggregate carrying
amount of approximately HKD117.3 million (2013: HKD14.5 million) to
certain banks to secure certain credit facilities granted to the Group. In
addition, the Group’s 100% equity interests in Lvyou were pledged to
secure a bank loan granted to the Group.

Material acquisitions and disposal

For the year ended 31 December 2014, the Group have entered into the
following material acquisitions:

(1)  acquisition of the assets of an industrial wastewater treatment
facility located in Junan County, Shunde District of Guangdong
Province (the “Target Assets”) on 21 March 2014, with a proposed
consideration of RMB115 million. The form of this acquisition had
subsequently been changed to a cooperation arrangement (details
as disclosed in the announcement dated 23 September 2014) in
which the Group will be an operator of the Target Assets but not as
an acquirer.

R-ZE—ME+_A=Z+—H8 RfINEEAE
LR (ERERBERIANEEREBENE) B36.5% (=
T —=F:22%) EEABHEENLEAXTER
RAEBR_Z—NFEXTHARBEFEING
A% ERMIKE  ZRRMB AR D RIEAEE
BSREEEBEBENSKEERENELARNESTE
MiFHE TRTER o REBNFEAR
TEFARKEREEESRAR -

HAREE

RIE-—WE+-_A=1+—H AEELEEM
BRAFARBBEIER- R_T—=ZF+-_A=+
—H AKEEBEEROEMRRARAZRE
BERN-—ZROTEFM —BRITIELER - BER
RZZ-—NFERA BEXRAAEENHEQ
A MZEERTBIBEALREENHAEE -

EERA

RZE—ME+_A=+—8 A£ERETE
TERBEMEAEENAI7TIEEEL(ZE—
ZF4SEEBTINETYE  BE KK
LESEMNFE UWEREFASENETEE
BhE o SbA - 2N E IR A% B1100% M) IR I 1E A
REE—FRITERNER -

EARNBREESE

BHE_Z-—WF+_A=T—HLEEE X&H
BRI THIERREER

) R-ZE—mE=A=+—H WEMAES
LIEEREROLTHENTESKREERMEBEE
(TEREBE]D #2REAARBI1158E
ToAWBEEERET AEIEREGERE
BFER_T—NFANAZ+T=B22%)
HPAEEBABIZEEMLEE AMmIER
BA-



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

Pursuant to the share transfer agreement, the original owner had
agreed to provide a guarantee for a profit contribution from Lvyou
to the profit of the Group for the year ended 31 December 2014 of
not less than HK$80,000,000. Such guarantee had been fulfilled for
the year ended 31 December 2014.

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

(4)  acquisition of 100% equity interest of Guangzhou Lvyou, a
company engaged in treatment of hazardous waste in Nansha
District, Guangzhou City, Guangdong Province on 31 December
2014 with a consideration of RMB630 million. This acquisition is
now expected to be completed by 30 June 2015.

For the year ended 31 December 2014, there was no material disposals
of assets.

Capital Expenditures

Our major capital expenditures primarily consist of expenditures to acquire
lease prepayments, construct wastewater treatment facilities and
purchase property, plant and equipment.

For the year ended 31 December 2014, our capital expenditures (mainly
include additions in property, plant and equipment and additions in lease
prepayments) amounted to HKD1,238.8 million (2013: HKD279.2 million).
These capital expenditures were funded by bank borrowings, funds
generated from our operating activities and proceeds from new issue of
shares of the Company.

We expect to incur additional capital expenditure in view of the various
acquisition opportunities in the sector and in view of the scheduled
construction of facilities for our current project portfolio. These capital
expenditure are expected to be funded mainly by operation cash flows
and bank borrowings.
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Foreign Currency Risk

Individual companies within the Group have limited foreign currency risk
as most of the transactions are denominated in the same currency as the
functional currency of the operations in which they relate. However, as the
principal subsidiaries mainly carried out transactions in RMB, therefore
any appreciation or depreciation of HKD against RMB will affect the
Group’s financial position and be reflected in the exchange reserve. The
Group did not have any hedging transactions during the year.

Employees and Remuneration Policy

As at 31 December 2014, the Group employed 1,077 employees (2013:
488 employees). Employee costs amounted to approximately HKD64.6
million for the year ended 31 December 2014 (2013: approximately
HKD22.6 million). The Group will endeavor to ensure that the employees’
salary levels are in line with industry practice and prevailing market
conditions and that employees’ remuneration is based on their
performance.

Subsequent Events

Below are material subsequent events which occurred after 31 December
2014:

(@ On 8 January 2015, the Group entered into an asset operation
agreement with an independent third party to operate and upgrade
an existing copper etching fluid treatment facility in Zengcheng
District, Guangdong Province of the PRC, for a concession period
of 20 years. The Group is expected to invest no less than
HKD44,275,000 (equivalent to RMB35,000,000) to build and
construct relevant facilities for the upgrade. At the end of the
concession period, the upgraded assets shall be transferred to the
counterparty at zero consideration.

(o)  On 10 February 2015, the Group entered into an asset operation
agreement with an independent third party to operate and upgrade
an existing industrial water supply facility for textile and dyeing
industries in Shunde District, Guangdong Province of the PRC, for
a concession period of 20 years. The Group is expected to invest
no less than HKD32,884,000 (equivalent to RMB26,000,000) to
build and construct relevant facilities for the upgrade. At the end of
the concession period, the upgraded assets shall be transferred to
the counterparty at zero consideration.
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On 23 February 2015, 87,115,959 ordinary shares of the Company
were allotted and issued to City-Scape Pte Limited, an investment
vehicle managed by GIC Special Investments Pte Ltd (“GIC”), at a
price of HKD7.12 per share. The gross proceeds received by the
Company was approximately HKD620.3 million.

The Company believe that the equity investment by GIC, who is
one of the world’s leading sovereign wealth funds, will broaden the
shareholder base of the Company and enhance the Company’s
profile. It also provided the Company with adequate funds to
finance potential mergers and acquisitions or other business
opportunities, which would enable the Company to seize various
opportunities in the environmental protection sector in different
provinces within the PRC.

On 25 February 2015, the Group has completed the planning and
design work for a solid waste treatment project in Shaoguan City,
Guangdong Province of the PRC. The estimated capital expenditure
for the project (includes the cost of obtaining the required land site)
is approximately HKD124,300,000 (equivalent to RMB100,000,000).
The construction work is estimated to be completed in February
2016.

On 1 December 2014, the Group had signed an equity transfer
agreement to acquire the 100% equity interest of a hazardous
waste treatment facility located in Nansha District, Guangzhou City,
Guangdong Province at a consideration of RMB630,000,000.
Subsequently on 31 March 2015, a supplemental agreement had
been signed by both parties to extend the expected completion
date to 30 June 2015. Details of the above was set out in the
announcements dated 1 December 2014 and 31 March 2015.
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Executive Directors

Mr. TSUI Cham To, aged 48, is one of the founders of our Group, and
chairman and executive Director of our Company. He was appointed as
an executive Director on 30 November 2010. He is a brother of Mr. Xu Zi
Tao and is a cousin of Mr. Xu Ju Wen. Mr. Tsui is mainly responsible for
all major affairs of our Group, including business development, marketing
and strategic formulation. Mr. Tsui has approximately 12 years of
experience in the wastewater treatment and industrial water supply
industry. Mr. Tsui was the vice president of the Guangdong Foundation
for Justice and Courage (EH& AL E S €). From April 2000 to March
2001 and April 2002 to March 2006, Mr. Tsui was a director of Hong
Kong Yan Chai Hospital. Mr. Tsui was also an adviser to the Board of
Directors of the Scientific Decision and Promotion Association of
Guangdong Province Village and Town Heads in 2004. Mr. Tsui was
appointed the chair professor at Faculty of Management of Shenzhen
University. Furthermore, Mr. Tsui was the vice president of the Guangzhou
Overseas Chinese Chamber of Commerce in 2006 as well as the vice
president of the 10th, 11th and 12th Zengcheng Federation of Commerce
and Industry (8 M LREZEE A S(#2EE)). He was a member of the
Standing Committee of the 6th, 7th and 8th sessions of Zengcheng City
Chinese People’s Political Consultative Conference (&M< ~ + ~ )\
[EFREARBUA A EHIEHTZ 8§ ¥ %) and was named an excellent
member (BFZ 8) in the sessions of 2007 and 2010, respectively. He
was also a member of the Standing Committee of the 9th session of the
Huizhou City Chinese People’s Political Consultative Conference (X175
MNTENEZEEEE). In addition, Mr. Tsui was an honorary citizen of
the Guangzhou Municipality and Huizhou Municipality as well as the
honorary chairman of the 8th Committee of the Federation of the
Zengcheng City Returned Chinese (g4 87 B B A &). Mr. Tsui did
not hold directorship in other listed public companies in the past three
years.

Mr. LU Yili, aged 40, is an executive Director and managing director of
our Company. He joined us in June, 2010 and was appointed as an
executive Director on 12 January 2011. Mr. Lu is mainly responsible for
overseeing our Group’s external financing issues, dealing with potential
investors as well as development of our business and asset restructuring
program. Mr. Lu also has experience in corporate investment and
business finance and has involved in the listing of Chinese companies on
an overseas stock exchange. He also has five years of experience in the
wastewater treatment industry. From 1997 to 2009, Mr. Lu served as a
member of the management of various Singapore private companies,
responsible for venture capital investments and consultancy on initial
public offerings in China. Mr. Lu received a bachelor’s degree in science
majoring in chemistry at the National University of Singapore in 1997. Mr.
Lu did not hold directorship in other listed public companies in the past
three years.
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Mr. XU Ju Wen, aged 40, is an executive Director and vice president of
our Group. He joined us in September, 2003 and has served as an
executive Director since 12 January 2011. Mr. Xu is a cousin of Mr. Tsui
Cham to and Mr. Xu Zi Tao. Mr. Xu is mainly responsible for all major
affairs of our Group, including business development, marketing, strategic
formulation and inter-departmental coordination. From 2001 to 2005, Mr.
Xu has been the assistant general manager of Guangzhou To Kee
Enterprises Development Group Limited (“Guangzhou To Kee”), a related
company of our Group, where he oversaw its general operation. From
2005 to 2007, Mr. Xu was the general manager of Guangzhou Zhugang
Pier Company Limited (&N 2k iM% 2E AR A 7)), a private company in the
PRC, and from 2009 to 2011, Mr. Xu has been its executive director. In
2010, Mr. Xu obtained a bachelor’s degree in accountancy from Open
University of China (FF R E1FE R AEZ). Mr. Xu did not hold directorship
in other listed public companies in the past three years.

Mr. XU Shu Biao, aged 49, is one of the founders of our Group and an
executive Director. He was appointed as an executive Director on 12
January 2011. Mr. Xu has approximately 12 years of experience in the
wastewater treatment industry. Mr. Xu is our chief operating officer,
mainly responsible for the construction and implementation of the projects
which our Company undertakes. Mr. Xu is also responsible for the start-
up and development of our Company’s operation team as well as staff
recruitment. Mr. Xu is also experienced in the engineering, trade and
processing industries. Mr. Xu was an assistant general manager at
Guangzhou To Kee from 1995 to 2003. Mr. Xu has led the development,
operation and management of our wastewater treatment facilities and
industrial water supply facilities in our Guangzhou Xinzhou Industrial Park
since 2003. Mr. Xu is not related to other Directors of the Company. Mr.
Xu did not hold directorship in other listed public companies in the past
three years.

Mr. XU Zi Tao, aged 45, is an executive Director. He joined us in
September, 2003 and was appointed as an executive Director on 12
January 2011. He is the brother of Mr. Tsui Cham to and a cousin of Mr.
Xu Ju Wen. Mr. Xu has approximately 10 years of experience in
wastewater treatment industry. Currently, Mr. Xu is responsible for our
Group’s safety compliance and public services works, including liaising
with local neighborhoods regarding infrastructure development. Mr. Xu
was a manager at Guangzhou To Kee from 1994 to 2003. Since 2003,
he has been an assistant general manager at our wastewater treatment
facilities and industrial water supply facilities in our Guangzhou Xinzhou
Industrial Park, where he managed the operation and development of
these companies. Mr. Xu did not hold directorship in other listed public
companies in the past three years.
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Independent Non-executive Directors

Mr. LIU Yung Chau, aged 61, was appointed on 14 June 2011 as an
independent non-executive Director. Mr. Liu is a director of Yue Hua
Group Company Limited and Guangzhou Sun City Group Limited. Mr. Liu
was the chief president of the Hong Kong Industrial & Commercial
General Association, member of the standing committee of Guangdong
Chinese People’s Political Consultative Conference, member of the
standing committee of Guangdong Federation of Industry, vice chairman
of the Guangdong Chamber of Foreign Investors and chairman of the
Zengcheng Federation of Industry. In addition, Mr. Liu has been awarded
the “World Outstanding Chinese Award” (t 574 2 A 22) in May 2010
and was awarded the Bronze Bauhinia (BBS) by the Government of the
Hong Kong Special Administrative Region on 25 October 2013. Mr. Liu
has established the Guangzhou Sun City Group Limited and its affiliates
covers a wide range of business areas including education, hotel and
tourism, textile and apparel, real estate and financial investment industry.
Mr. Liu was given the honorary title of “May 1st Model Worker” in 2009.
Mr. Liu did not hold directorship in other listed public companies in the
past three years.

Mr. LIEN Jown Jing, Vincent, aged 54, was appointed on 15 April 2014
as an independent non-executive Director. Mr. Lien is currently a director
of Wah Hin & Company, a Singapore incorporated private investment
holding company, an independent non-executive director of Viva China
Holdings Limited (stock code: 8032) which is listed on The Growth
Enterprise Market of the Stock Exchange and UP Energy Development
Group Limited (stock code: 0307) which is listed on the Main Board of the
Stock Exchange. Mr. Lien is also a director of The Maritime and Port
Authority of Singapore and a non-executive director of Primeline Energy
Holdings Inc. (a company listed in Canada). He has over 27 years of
experience in the banking industry, specialized in corporate finance and
capital management. Mr. Lien graduated from the University of New
Brunswick with a Bachelor Degree in business administration. Mr. Lien
started his career in the financial industry first in Merrill Lynch & Company.
In the past years, Mr. Lien had been working in senior positions in
prestige financial institutions such as Swiss Bank Corporation and
Bankers Trust & Company. In year 2000, he became the director of Wah
Hin & Company, managing the financial assets of the group. He also
served as the Managing Director in the Financial Institutions & Public
Sector division of ABN AMRO Bank from 2007 to 2008.
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Mr. Du Hequn, aged 39, is currently the managing director of Venture
Markit International Capital Management Group, a company mainly
engaged in growth capital investment in the Greater China region. Mr. Du
was also the managing director and the Head of Greater China Private &
Structured Finance in Macquarie Group from 2011 to 2013. Mr. Du has
approximately 16 years of experience in the finance industry, specialized
in the debt capital market and structured mezzanine debt investment. In
the past years, Mr. Du had been working in senior positions with
international renowned financial institutions and investment banks
including Deutsche Bank, Credit Suisse and the Commonwealth Bank of
Australia. Mr. Du graduated from the National University of Singapore and
was awarded a Bachelor of Business Administration (Hons) majoring in
Finance and Banking in 1998. Mr. Du also held positions such as a
council member of The China Federation of Overseas Chinese
Entrepreneurs (R EIEEES ), a council member of Harbin Overseas
Friendship Association (¥EETS/MNEEE), a senior economic
consultant of Nantong Municipal Government and an economic
consultant of Yaan Municipal Government.

Senior Management

Mr. Gu Yao Kun, aged 51, the founder of Qingyuan Lvyou Environmental
Protection Technology Company Limited, a subsidiary of the Company.
Mr. Gu joined the Group in May 2014 (after the completion of the
acquisition of Qingyuan Lvyou Environmental Protection Technology
Company Limited by the Group). Mr. Gu has over 30 years of experience
in the venture capital and operation management of petrochemical
engineering, environmental protection and resource recycling and
utilization industry and founded Qingyuan Lvyou Environmental Protection
Technology Company Limited in 2009, which is specialized in hazard-free
disposal and resource utilization of various types of solid waste. Mr. Gu is
currently the vice chairman of solid waste branch of Chinese Society for
Environmental Sciences (FBlIRIZRIZE) the managing director of
Guangdong Environmental Protection Association, a member of the
Political Consultative Committee of Nansha District in Guangdong
province, the vice chairman of manufacturers association of Panyu District
in Guangdong province, the vice chairman of Associations of Renewable
Resources industry in Panyu District. Mr. Gu was awarded the title of “2010
Excellent Entrepreneur in Environment Protection Industry of Guangdong”
ROI0FEERERREZESFLER) in 2011. Mr. Gu obtained the
Executive Master of Business Administration qualifications from Sun Yat-
sen University in 2009.
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Mr. SIT Hon Wing, aged 38, is our chief financial officer and company
secretary. He is mainly responsible for overseeing our Group’s financial
and company secretarial matters. Mr. Sit joined us in 2008. He left us in
April 2010 and starting from June 2010 served China Railsmedia
Corporation Limited (Stock code: 745) as its financial controller and
company secretary. Mr. Sit re-joined us in December 2010. From 1999 to
2002, he worked in the audit and assurance department of
PricewaterhouseCoopers in Hong Kong. Mr. Sit has also served as the
financial controller and company secretary of certain listed companies in
Hong Kong. From June 2006 to January 2008, Mr. Sit was the financial
controller and company secretary of Sau San Tong Holdings Limited (stock
code: 8200). From December 2002 to November 2005, he was the
financial controller of Code Agriculture (Holdings) Limited (formerly known
as China Chief Cable TV Group Limited (stock code: 8153)). Mr. Sit
received a bachelor's degree in accountancy from the Hong Kong
Polytechnic University in 1999 and he has been a fellow member of both
the Hong Kong Institute of Certified Public Accountants (HKICPA) and
Association of Chartered Certified Accountants (ACCA) since January
2008 and May 2004, respectively.

Mr. ZHAO Ke Yin, aged 40, is our chief engineer. Mr. Zhao joined us in
March 2004 and is currently responsible for the daily operation, technical
supervision and implementation of our Group. Mr. Zhao is responsible for
implementing national policies relating to technology and advanced
technology management policies. Mr. Zhao has approximately 11 years
of experience in wastewater treatment, with a special focus on industrial
wastewater treatment technology. He is also responsible for leading the
implementation technical aspects of our Group’s projects, devising work
plans to ensure quality assurance and compliance with various industry
technical standards, regulations and procedures. Mr. Zhao is our Group’s
key liaison with regulatory authorities. In 1998, Mr. Zhao obtained a
diploma in environmental protection monitoring and implementation from
Shenyang Polytechnic University (%P5 T%#263). He obtained a
wastewater treatment training certificate issued by Guangdong
Environmental Association Environmental Protection Vocational Training
Centre (ERIRPEREBEREEIIFL). He has also passed the
environmental protection training accredited by Guangzhou Environmental
Protection Promotion and Education Centre (B TS IR S E2E 1)
and Guangzhou Environmental Protection Bureau (BT RFRZE D).
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Mr. Zhou Yongquan, aged 49, is the general manager of Qingyuan
Lvyou Environmental Protection Technology Company Limited. Mr. Zhou
joined the Group in May 2014 (after the completion of the acquisition of
Qingyuan Lvyou Environmental Protection Technology Company Limited
by the Group). He has ever worked as a teacher in middle school after
graduating from Guangzhou Institute of Education (M AH#ZEIE67) in
1987, and then joined companies founded by Mr. Gu Yao Kun in 1997.
The business scope of those companies includes petrochemical
engineering, environmental protection and resource recycling and
utilization industry. Mr. Zhou serves as the general manager of these
companies, Mr. Zhou has been involving in the construction and
subsequent daily operation and management of sludge and solid waste
treatment project of Qingyuan Lvyou Environmental Protection
Technology Company Limited since 2009.
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The Company is committed to maintain good corporate governance
practices and procedures. The Company has adopted the code
provisions in the Corporate Governance Code (the “CG Code”) as set out
in Appendix 14 to the Rules Governing the Listing of Securities on the
Stock Exchange (“Listing Rules”) as its own code of corporate
governance. Save as disclosed in the sections below, the Board
considers that the Company was in compliance with all applicable code
provisions set out in the CG Code for the year ended 31 December 2014.

Board of Directors

The Board comprises five Executive Directors and three Independent
Non-Executive Directors. The Directors who held office during the year
and up to the date of publication of this report were:

Executive Directors

Mr. Tsui Cham To (Chairman)

Mr. Lu Yili (Chief Executive Officer)
Mr. Xu Ju Wen

Mr. Xu Shu Biao

Mr. Xu Zi Tao

Independent Non-executive Directors

Mr. Du Hequn (appointed on 21 August 2014)

Mr. Lam Ka Wai, Graham (resigned on 15 April 2014)
Mr. Lien Jown Jing, Vincent (appointed on 15 April 2014)

Mr. Liu Yung Chau
Mr. Xu Zhen Cheng (resigned on 6 June 2014)

The list of Directors has been published on the website of the Company
and the website of the Stock Exchange, and is disclosed in all corporate
communications issued by the Company pursuant to the Listing Rules
from time to time.
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The Board has a balance of skill, experience and diversity of perspectives
that are essential to and would promote the business of the Group. The
Board, with the assistance from the senior management, forms the core
management team of the Company. The Board takes the overall
responsibility for management of the Company, formulating the business
strategies and development plan of the Company, decision making on
important issues, including but not limited to substantial mergers and
acquisitions and disposals, directors’ appointments and significant
operational and financial matters. The senior management are responsible
for supervising and executing the Board policies and strategies, including
the provision of updates of the Group’s performance to the Board to
enable the Board to deliver and discharge their duties. Daily management,
administration and operation of the Company are delegated to the senior
management of the Company.

During the year, the Company has complied with all code provisions of
the CG Code except that the Company has only two independent non-
executive directors, two Audit Committee and two Remuneration
Committee members following the resignation of Mr. Xu Zhen Cheng on 6
June 2014, which does not meet the requirement under the Rules 3.10 (1)
and 3.10A of the Listing Rules and Code Provision A.5.1 of the CG Code.
On 21 August 2014, the Board appointed Mr. Du Hequn as an
independent non-executive Director, a member of the Audit Committee
and the chairman of the Remuneration Committee of the Company.
Following Mr. Du’s appointment, the Company fully comply with the
requirement under the Listing Rules and the CG Code.

The Board at all times met the requirements under Rules 3.10 (2) of the
Listing Rules that, at least one Independent Non-executive Director
possessing appropriate professional qualifications, or accounting or
related financial management expertise. The Board considers that all
Independent Non-executive Directors have appropriate and sufficient
industry or finance experience and qualifications to carry out their duties
S0 as to protect the interests of shareholders of the Company as a whole.

The biographies of all the Directors are set out in the Directors and Senior
Management Section of this annual report.

The Chairman and the Chief Executive Officer of the Company are Mr.
Tsui Cham To and Mr. Lu Yili respectively. The roles of the Chairman and
the Chief Executive Officer are segregated and assumed by two separate
individuals. It is aimed at striking a balance of power and authority so that
the job responsibilities are not concentrated on any one individual. The
Chairman is responsible for the leadership and effective running of the
Board, while the Chief Executive Officer is delegated with the authorities
to manage the business of the Group in all aspects effectively.
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The Company has received confirmations of independence from all
existing Independent Non-executive Directors and considers them
independent, in accordance with Rule 3.13 of the Listing Rules. All
Directors have a term of office of three years and are required to retire
and, being eligible, offer themselves for re-election in accordance with the
articles of association of the Company.

Board Meetings

It is intended that the Board should meet regularly so that all Directors are
kept updated with the business development of the Group. Special
meetings of the Board will be convened if the situation requires so. For
the year 31 December 2014, the Board had convened seven Board
meetings and the individual attendance record of the Directors is
tabulated as follows:
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Executive Directors HITES
Mr. Tsui Cham To (Chairman) WEBEE(FRE) 77
Mr. Lu Yili (Chief Executive Officer) EE S EE(FTHAES) 77
Mr. Xu Ju Wen BRIEX & 5/7
Mr. Xu Shu Biao TREHE S 5/7
Mr. Xu Zi Tao Gl giapiras 5/7
Independent Non-executive Directors BAFEHITE $
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Mr. Lam Ka Wai, Graham
(resigned on 15 April 2014)

Mr. Lien Jown Jing ,Vincent,
(appointed on 15 April 2014)

Mr. Liu Yung Chau

Mr. Xu Zhen Cheng
(resigned on 6 June 2014)
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Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions
by Directors (the “Model Code”) as set out in Appendix 10 to the Listing
Rules as the code of conduct regarding securities transactions by
Directors. Having made specific enquiry, the Company confirms that the
Directors complied with the required standard set out in the Model Code
for the year ended 31 December 2014.

Relationship among the Directors

Among the members of the Board, Mr. Tsui Cham To, the Chairman, is a
brother of Mr. Xu Zi Tao and is a cousin of Mr. Xu Ju Wen (therefore Mr.
Xu Zi Tao is also a cousin of Mr. Xu Ju Wen).

Audit Committee

The Company has set up an Audit Committee in compliance with Rule 3.21
of the Listing Rules, for the purpose of reviewing and providing
supervision over the Group’s financial reporting process and internal
controls. As of the date of publication of this report, the Audit Committee
comprises the three Independent Non-executive Directors of the
Company, namely, Mr. Lien Jown Jing, Vincent (the chairman of the Audit
Committee). Mr. Du Hequn and Mr. Liu Yung Chau. The Audit Committee
has reviewed the Group’s consolidated financial information for the year
ended 31 December 2014, including the accounting principles adopted
by the Group, with the Company’s management. The Audit Committee,
together with the management, has reviewed constantly the accounting
principles and practices adopted by the Group, discussed auditing,
internal control and financial reporting matters and reviewed the financial
results of the Group.

The terms of reference of the Audit Committee are available on the
website of the Company and the website of the Stock Exchange.

The Audit Committee had held two meetings during the year end 31
December 2014 for considering the annual results of the Group for the
year ended 31 December 2013 and the interim results of the Group for
the six months ended 30 June 2014. All the members of the Audit
Committee have attended the above meetings.
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Remuneration Committee

The primary responsibilities of the Remuneration Committee are to make
recommendations to the Board on the policy and structure of the
Company for remuneration of all Directors and senior management, and
to review and recommend to the Board on the remuneration packages of
individual Director and senior management, by reference to the duties,
responsibilities, experience and qualifications of each candidate.

In accordance with the written terms of reference of the Remuneration
Committee, majority of members of the Remuneration Committee should
be Independent Non-executive Directors, and the chairman must be an
Independent Non-executive Director. The terms of reference of the
Remuneration Committee are available on the Company’s website and
the website of the Stock Exchange. As of the date of publication of this
report, Mr. Du Hequn (Chairman), Mr. Liu Yung Chau and Mr. Tsui Cham
To are members of the Remuneration Committee. One meeting was held
by the Remuneration Committee during the year ended 31 December
2014 to review and approve the remuneration packages of certain
executive Directors. All members of the Remuneration Committee have
attended the meeting.

The remuneration of the members of the senior management of the
Group by band for the year ended 31 December 2014 is set out below:
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Nomination Committee

The Board had set up its Nomination Committee to, among others, review
the structure, size and composition of the Board and make
recommendations to the Board on the appointment of Directors. As at
the date of publication of this report, Mr. Liu Yung Chau (Chairman), Mr.
Lien Jown Jing, Vincent and Mr. Tsui Cham To are members of the
Nomination Committee. The Nomination Committee has also adopted a
policy of diversity for memberships of the Board which aims to achieve
diversity in the Board against a range of different perspectives, including
but not limited to professional and industry experience, skills and
knowledge, cultural and educational background. These criteria will be
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considered in determining the optimum composition of the Board and
when possible should be balanced appropriately. In reviewing and
assessing the composition of the Board, the Nomination Committee will
consider all different perspectives, including the aforesaid criteria, in order
to maintain a diverse Board. And when recommending new appointment
to the Board, the Nomination Committee will consider candidates on
merit against objective criteria including the ones set out above, with due
regard for the benefits of diversity of the Board.

The terms of reference of the Nomination Committee are available on the
website of the Company and the website of the Stock Exchange.

One meeting of the Nomination Committee had been held during the year
ended 31 December 2014 to consider and approve the nomination of Mr.
Du Hequn as a member of the Board. All members of the Nomination
Committee have attended the meeting.

Training and Support for Directors

The Company recognizes the importance of keeping the Directors
updated with latest information of duties and obligations of a director of a
company which shares are listed on the Stock Exchange and the general
regulatory requirements and environment for such listed company. To
meet this goal, each newly appointed Director would receive an
introductory training regarding the statutory and regulatory obligations of
a director of a listed company in Hong Kong. As part of the continuous
professional development program, the Company has also updated the
directors of the Company of any material changes in the Listing Rules and
corporate governance practices from time to time. Directors of the
Company are provided with reading materials summarizing the duties and
responsibilities in acting as directors from time to time to keep the
directors of the Company abreast of such duties and responsibilities.

Company Secretary

Mr. Sit Hon Wing, the company secretary appointed by the Board and an
employee of the Company, in the opinion of the Board, possesses the
necessary qualification and experience, capable of performance of the
functions of the company secretary and the Company will provide fund
for Mr. Sit to take not less than 15 hours of appropriate professional
training in each financial year as required under Rule 3.29 of the Listing
Rules.
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Internal Control and Corporate
Governance

The Board is entrusted with an overall responsibility of devising the
Company’s system of internal controls and conducting an annual review
of its effectiveness. This ensures that the Board oversees and monitors
the Group’s overall financial position so that the interests of the
shareholders are well protected and covered. The system of internal
controls covers the areas of financial, accounting, operational, compliance
and risk management of the Group’s business. The Board was not aware
of any irregularities or material deficiencies found for the year ended 31
December 2014.

Directors’ and Auditor’s Acknowledgement
on Financial Reporting

The Board acknowledges its responsibility for preparing the accounts of
the Company in accordance with statutory requirements and applicable
accounting standards. The Board is accountable to the shareholders for a
clear and balanced assessment of the Company’s financial position and
prospects.

The management provides all relevant information and records to the
Board, which enable it to prepare the accounts and to make above
assessments. The Audit Committee had reviewed and recommended the
Board to adopt the audited accounts for the year ended 31 December
2014. The Board is not aware of any material uncertainties relating to the
events or condition that may undermine the Company’s ability to continue
as a going concern. The statement of the auditor of the Company on its
reporting responsibilities on the financial statements of the Group is set
out in the Auditor’s Report on pages 49 and 50.

Auditor’s Remuneration

During the year ended 31 December 2014, the fees payable to KPMG in
respect of its audit services provided to the Group was HKD2.9 million
(2013: HKD1.6 million) . The total fees paid and payable to KPMG during
the year for the reporting accountant service in respect of certain notifiable
transactions under the Listing Rules was approximately HKD4.0 million
(2013: HKD4.4 million in respect of reporting accountant service in
respect of the Initial Public Offering of the Company in September 2013).
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Shareholders’ Rights and Investor
Relations

The Company’s shareholders’ communication policy is to maintain
transparency and provide timely information of the Group’s material
developments to shareholders and investors. General meetings of the
Company are formal channels for communication between shareholders
and the Board. The chairman of the Board is invited to attend the general
meetings to have direct communication with the shareholders.

Shareholders may also send their enquiries and concerns to the Board by
addressing them to the Company’s principal place of business in Hong
Kong.

Pursuant to article 58 of the articles of association of the Company,
shareholders holding not less than one-tenth of the paid-up capital of the
Company carrying the right of voting at general meeting of the Company
may by written requisition request to the Board convene an extraordinary
general meeting. There are no provisions under the Company'’s articles of
association governing shareholder’s right to put forward proposals at
general meetings. However, the shareholders may follow the procedures
as stated below to put forward proposals in general meetings. The
procedures for shareholders to convene extraordinary general meetings
and put forward proposal are as follows:

1. The requisitionist(s) must sign a written request stating the objects
of the meeting to be convened, and deposit the same at the
principal place of business of the Company situated at Room 804,
8/F, Empire Centre, 68 Mody Road, Tsim Sha Tsui, Kowloon, Hong
Kong, for the attention of the Company Secretary. The written
request may consist of several documents in like form, each signed
by one or more requisitionist(s).

2. The Company will then verify the particulars of the requisitionist(s) in
their written request with the Company’s share registrar, and upon
confirmation from the Company’s share registrar that the written
request is in order, the Company Secretary will arrange with the
Board to convene an extraordinary general meeting by serving
sufficient notice to all the registered shareholders in accordance
with all the relevant statutory and regulatory requirements and the
provisions in the articles of association of the Company.

3. In the event that the written request has been verified as not in
order, the shareholders concerned will be advised of this outcome
and accordingly, an extraordinary general meeting will not be
convened as requested.
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4, If the Directors do not within 21 days from the date of the deposit
of the written request proceed duly to convene an extraordinary
general meeting, the requisitionist(s) may themselves convene an
extraordinary general meeting, but any extraordinary general
meeting so convened shall not be held after the expiration of 3
months from the date of deposit of the written request.

The Company continues to pursue a proactive policy of promoting
investor relations and communications by conducting analysts’ briefings,
road shows, participating in investors’ conferences and making corporate
presentations during the conferences, arranging company visits to the
Company and maintaining regular meetings with institutional shareholders
and analysts. The Company’s annual general meeting provides a good
opportunity for communications between the Board and its shareholders.
Shareholders are encouraged to attend the annual general meeting of the
Company to express their view and make enquiries on the business or
operation of the Company.

The investor relations department of the Company maintains regular
communication and dialogue with shareholders, investors and analysts. It
can be accessed during normal business hour by phone (Telephone: 86 (20)
8883 6077). Shareholders and investors can also visit the Company’s
website at www.chongto.com and the Stock Exchange’s website for the
Company’s announcements, circulars, financial information, corporate
governance practices, annual reports, interim reports and other corporate
information and updates of business development and operations.

Constitutional Documents

There was no change in the memorandum and articles of association of
the Company for the year ended 31 December 2014. The current
memorandum and articles of association of the Company are available on
the website of the Stock Exchange and the website of the Company.

Subsequently after 31 December 2014, the Company had decided to
amend its constitutional documents that Board meetings will be held at
least once every financial quarter and will be held to discuss and decide
on any matters that could reasonably be expected to have a material
impact on the business and financial condition of the Group. The purpose
is to enhance the corporate governance aspect of the Company. The
Company had proposed a special resolution for the above amendments
in the forthcoming annual general meeting as disclosed in the notice of
annual general meeting and the circular of the Company dated 27 April
2015.
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Compliance of Non-Competition
Undertaking

The Company has entered into a deed of non-competition dated 4
September 2013 (the “Non-competition Deed”) with Keen Vast Holdings
Limited and Mr. Tsui Cham To, both being the controlling shareholders of
the Company (the “Controlling Shareholders”), and pursuant to which the
Controlling Shareholders procure its/his/her associates (other than
members of our Group) not to, engage in any business involving the
development of wastewater treatment facilities and the provision of
wastewater treatment and industrial water supply services. Details of the
Non-competition Deed are set out in the paragraph headed “Non-
competition Undertaking” in the section headed “Relationship with
Controlling Shareholders” of the prospectus of the Company dated 12
September 2013.

The Company has received the annual confirmation from the Controlling
Shareholders in compliance with the terms of the Non-competition Deed.
The Independent Non-executive Directors have reviewed the annual
confirmation from the Controlling Shareholders relating to the compliance
with the non-competition undertaking by the Controlling Shareholder
under the Non-competition Deed and are satisfied that the same has
been complied with by the Controling Shareholders under the Non-
competition Deed.
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The Directors submit their report together with the audited financial
statements for the year ended 31 December 2014.

Principal Activities and Analysis of
Operations

The principal activity of the Company is investment holding. The activities
of its principal subsidiaries are set out in note 14 to the financial
statements. An analysis of the Group’s performance for the year by
business segments is set out in note 2 to the financial statements.

Results and Appropriations

The results of the Group for the year are set out in the consolidated
statement of profit and loss on page 51. The Directors recommended the
payment of a final dividend of HK3.0 cents per share (2013: HK3.0 cents
per share) and a special dividend of HK2.5 cents per share (2013: Nil),
totalling approximately HKD84,106,000 (2013: approximately
HKD41,462,000).

Reserves

Movements in the reserves of the Group and of the Company during the
year are set out in note 24 to the financial statements.

Property, Plant and Equipment

Details of the movements in property, plant and equipment of the Group
are set out in note 10 to the financial statements.

Share Capital

Details of the movements in share capital of the Company are set out in
note 24 to the financial statements.

Distributable Reserves

The Company’s reserves available for distribution represent the share
premium, contributed surplus and retained earnings which in aggregate
amounted to HKD844.8 milion as at 31 December 2014 (as at 31
December 2013: HKD547.9 million). Under the Companies Law, Cap 22
(Law 3 of 1961, as consolidated and revised) of the Cayman Islands, the
share premium of the Company is available for paying distributions or
dividends to shareholders subject to the provisions of its articles of
association and provided that immediately following the distribution or
payment of dividend the Company is able to pay its debts as they fall due
in the ordinary course of business.
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Financial Summary

A summary of the results for the year ended and of the assets and
liabilities of the Group as at 31 December 2014 and for the previous four
financial years are set out on page 144.

Directors

The Directors who held office during the year and up to the date of
publication of this report were:

Executive Directors

Mr. Tsui Cham To (Chairman)

Mr. Lu Yili (Chief Executive Officer)
Mr. Xu Ju Wen

Mr. Xu Shu Biao

Ms. Xu Zi Tao

Independent Non-executive Directors

Mr. Du Hequn (appointed on 21 August 2014)

Mr. Lam Ka Wai, Graham (resigned on 15 April 2014)
Mr. Lien Jown Jing, Vincent (appointed on 15 April 2014)

Mr. Liu Yung Chau
Mr. Xu Zhen Cheng (resigned on 6 June 2014)

The Company has received from each independent non-executive
Director a confirmation of his independence pursuant to Rule 3.13 of the
Listing Rules and the Company considers such directors to be
independent.

In accordance with Article 83(3) and 84 of the Company’s articles of
association, Mr. Xu Ju Wen, Mr. Xu Zi Tao, Mr. Liu Yung Chau and Mr.
Du Hequn will retire at the forthcoming annual general meeting and, being
eligible, offer themselves for re-election.

Directors’ Service Contracts

None of the Directors who are proposed for re-election at the forthcoming
annual general meeting has entered or has proposed to enter into any
service agreements with the Company or any other member of the Group
which is not determinable by the Group within one year without payment
of compensation (other than statutory compensation).
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Directors’ Interests in Contracts

No contracts of significance in relation to the Group’s business to which
the Company or its subsidiaries was a party and in which a Director had a
material interest, whether directly or indirectly, subsisted at the end of the
year or at any time during the year except as disclosed under the section
headed “Continuing Connected Transactions” and note 27 to the financial
statements.

Biographical Details of Directors and
Senior Management

Brief biographical details of the Directors and senior management as of
the date of publication of this report are set out on pages 24 to 29.

Directors’ and Chief Executives’ Interests
and Short Positions in Shares, Underlying
Shares and Debentures of the Company
and its Associated Corporations

As at 31 December 2014, the Directors and chief executives of the
Company and their associates had the following interests in the shares,
underlying shares and debentures of the Company and its associated
corporations (within the meaning of the Securities and Futures Ordinance
(“SFQ”), as recorded in the register required to be kept under Section
352 of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code:

Name of Director Capacity/Nature of interest

= 56 EutE

EEZENER

BTIXFHERER S ] W5 ®REME27 A&
BEN ARSI EMNBRARMERITEETNF
REFRAEMNEEEETPEXRIBREEEARE
@ B AREEEBEME IBEANGL -

EEREREEEGTE

HEARETZAH 225
HIEENFE24E29H

MEEEZBHE

RIE-—WE+-_A=+—H REBEEFLHE
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AMAH - RKBRETRD MG AR A R#R
& ARAREE ZETRAEBRRENHBE
ARKRBAREMABEE(EZRES LHE K
) (38 75 R B E &G ))) B tn - MR (0 I (B
ERHEAENESZDT

Approximate
percentage of

Total number of shareholding

Mr. Tsui Cham To Corporate Interest”

BIEBE L E AR fEzE"
Mr. Lu Yili Corporate Interest?
EEYEE AR

L) denotes a long position

shares in the Company
EA D FRE
IR 17 48 81 BHBEDLE
880,200,000 (L) 61.04%
10,400,000 (L) 0.72%
L EHE



Notes:

(1) Mr. Tsui Cham To is deemed under the SFO to be interested in 880,200,000
shares of the Company held by Keen Vast Holdings Limited.

) Mr. Lu Yili is deemed under the SFO to be interested in 10,400,000 shares
of the Company held by Great Nation Finance Limited.

Save as disclosed above, as at 31 December 2014, none of the Directors
and chief executive of the Company had or was deemed to have any
interests or short position in the shares, underlying shares or debentures
of the Company and its associated corporations (within the meaning of
Part XV of the SFO), which had been recorded in the register maintained
by the Company and the Stock Exchange pursuant to section 352 of the
SFO or which had been notified to the Company and the Stock Exchange
pursuant to the Model Code. At no time during the year was the
Company, or any of its holding companies, its subsidiaries or its fellow
subsidiaries a party to any arrangement to enable the directors and chief
executives of the Company (including their spouse and children under 18
years of age) to hold any interests or short positions in the shares or
underlying shares in, or debentures of, the Company or its associated
corporation.

Share Option Scheme

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

The Share Option Scheme shall be valid and effective for a period of 10
years from 4 September 2013, after which no further options will be
granted or offered but the provisions of the Share Option Scheme shall
remain in full force and effect to the extent necessary to give effect to the
exercise of any subsisting options granted prior to the expiry of the 10-
year period or otherwise as may be required in accordance with the
provisions of the Share Option Scheme.

The maximum number of shares in respect of which may be issued upon
exercise of all options to be granted under the Share Option Scheme is
136,000,000, being 10% of the shares of the Company in issue
immediately after IPO on the Listing Date (i.e. 25 September 2013) which
is the effective date of such scheme and representing approximately 8.9%
of the issued shares of the Company as at the date of this annual report.
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The maximum number of shares issued and to be issued upon exercise
of the options granted to any eligible person under the Share Option
Scheme shall not in any 12-month period up to the date of grant exceed 1%
of the issued share capital of the Company from time to time. Any further
grant of share options in excess of this limit is subject to the issue of a
circular and shareholders’ approval in general meeting. The period within
which an option may be exercised under the Share Option Scheme will
be determined by the Board at its absolute discretion, save that no option
may be exercised later than 10 years from the date of grant of the
particular option. Under the Share Option Scheme, the exercise price in
relation to each option shall be determined by the Board at its absolute
discretion, but in any event shall not be less than the highest of (i) the
closing price of the shares as stated in the Stock Exchange’s daily
quotations sheet on the date of grant of such option, (i) the average
closing price of the shares as stated in the Stock Exchange’s daily
quotations sheets for the five trading days immediately preceding the date
of grant of such option, and (i) the nominal value of a share on the date
of grant of such option.

No share options were granted under the Share Option Scheme by the
Company during the year ended 31 December 2014 and there were no
outstanding share options under the Share Option Scheme as at 31
December 2014.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2014, the persons (not being a Director or chief
executive of the Company) who have interests in the shares or underlying
shares of the Company as recorded in the register required to be kept
under section 336 of the SFO or have otherwise notified to the Company
were as follows:

Name of Shareholder Capacity/Nature of interest
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L denotes a long position

shares shareholding
BR #E
IR 6 48 2 MABED
880,200,000 (L) 61.04%
L EHE



Note:

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

Save as disclosed above, as at 31 December 2014, the Directors are not
aware of any other person having an interest or short position in shares
and underlying shares of the Company representing 5% or more of the
issued share capital of the Company.

Management Contracts

During the year, the Company did not enter into any contract in respect of
the management or administration of the entire business or any significant
business of the Group nor any such contract subsisting.

Contracts of Significance

Save as disclosed under the section headed “Continuing Connected
Transactions” in this report of the Directors:

(i) no contract of significance between the Company or any of its
subsidiaries and a controlling shareholder of the Company or any of
its subsidiaries subsisted during the year or at the end of the year;
and

(ii) no contract of significance for the provision of services to the
Company or any of its subsidiaries by a controlling shareholder of
the Company or any of its subsidiaries subsisted during the year or
at the end of the year.

Major Customers and Suppliers

The Group'’s five largest suppliers accounted for approximately 32.5% (2013:
86.2%) of the Group’s total cost of purchase for the year ended 31
December 2014. The largest supplier accounted for approximately 21.8%
(2013: 58.3%) of the Group’s total cost of purchase for the year ended 31
December 2014.

The Group’s five largest customers accounted for approximately 26.2%
(2014: 37.1%) of the Group’s total turnover for the year ended 31
December 2013. The largest customer accounted for approximately 7.2%
(2013: 9.6%) of the Group’s total turnover for the year ended 31
December 2014.
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Save as disclosed under the section headed “Continuing Connected
Transactions” below, none of the Directors, their associates or any
shareholder (which to the knowledge of the Directors owns more than 5%
of the Company’s share capital) had an interest in these major suppliers
or customers at all times.

Competing Business

None of the Directors had any interest in any competing business with the
Company or any of its subsidiaries during the year ended 31 December
2014.

The Controlling Shareholders of the Company have confirmed to the
Company that they have complied with the non-competition undertaking
under the Non-competition Deed.

Continuing Connected Transactions

Certain related party transactions as disclosed in note 27 to the financial
statements also constituted continuing connected transactions under the
Listing Rules which are required to be disclosed in this report in
accordance with Chapter 14A of the Listing Rules.

As disclosed in the prospectus of the Company dated 12 September
2013, Guangzhou Haitao Environmental Protection Technology Company
Limited (“Guangzhou Haitao”), a subsidiary of our Group, has been
providing wastewater treatment services to Guangzhou Tian Tian
Cleaning and Washing Company Limited (a company controlled by Mr.
Tsui Cham To who is a Director and a substantial shareholder of the
Company) (“Tian Tian”) as part of its ordinary and usual course of
business. The agreement was entered into on 4 September 2013. The
transactions under this agreement constitute continuing connected
transactions for our Company which are subject to the reporting, annual
review and announcement requirements but are exempt from the
independent shareholders’ approval requirements under Chapter 14A of
the Listing Rules.

During the year ended 31 December 2014, the amount of wastewater
treatment services provided by Guangzhou Haitao to Tian Tian was
approximately HKD6.0 million (2013: HKD4.7 million).
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The Directors (including all independent non-executive Directors) have
reviewed the above continuing connected transactions and confirmed
that the transactions have been entered into:

(1) inthe ordinary and usual course of business of the Group;
(2)  on normal commercial terms; and

(8)  in accordance with the agreement entered into on terms which are
fair and reasonable and in the interests of the shareholders of the
Company as a whole.

The Company’s auditor was engaged to report on the Group’s continuing
connected transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 “Assurance Engagements Other Than
Audits or Reviews of Historical Financial Information” and with reference
to Practice Note 740 “Auditor’s Letter on Continuing Connected
Transactions under the Hong Kong Listing Rules” issued by the Hong
Kong Institute of Certified Public Accountants. The auditor has issued his
unqualified letter containing his conclusions in respect of the continuing
connected transactions disclosed by the Group in this annual report in
accordance with paragraph 14A.56 of the Listing Rules. A copy of the
auditor’s letter has been provided by the Company to the Stock
Exchange.

Save as disclosed above, for the year ended 31 December 2014, there is
no related party transaction or continuing related party transaction as set
out in note 27 to the consolidated financial statements that falls under the
definition of “connected transaction” or “continuing connected
transaction” in Chapter 14A of the Listing Rules. The Company has
complied with the disclosure requirements in accordance with Chapter
14A of the Listing Rules.

Pre-Emptive Rights

There is no provision for pre-emptive rights under the Company’s articles
of association, or the laws of Cayman lIslands, which would oblige the
Company to offer new shares on pro-rata basis to existing shareholders.
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Purchase, Sale or Redemption of the
Company’s Listed Shares

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during the year ended
31 December 2014.

Auditor

The financial statements have been audited by KPMG who retire and,
being eligible, offer themselves for reappointment.

Sufficiency of Public Float

Based on the information available to the Company and within the
knowledge of the Directors, the Company maintained adequate public
float for the year ended 31 December 2014 and up to the date of this
annual report.

On behalf of the Board
Tsui Cham To
Chairman

31 March 2015
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Independent Auditor's Report

RN

To the shareholders of CT Environmental Group Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of CT
Environmental Group Limited (the “Company”) and its subsidiaries (together
“the Group”) set out on pages 51 to 143, which comprise the
consolidated and company statements of financial position as at 31
December 2014, the consolidated statement of profit or loss, the
consolidated statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the consolidated
cash flow statement for the year then ended and a summary of significant
accounting policies and other explanatory information.

The directors of the Company are responsible for the preparation of
consolidated financial statements that give a true and fair view in
accordance with Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit. This report is made solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free
from material misstatement.
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s
preparation of the consolidated financial statements that give a true and
fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as
evaluating the overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
December 2014 and of the Group’s profit and cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards
and have been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

KPMG

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

Central, Hong Kong

31 March 2015
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For the year ended 31 December 2014 (Expressed in Hong Kong dollars)

HE_Z—NOF+-A=F+—HBLEFE UGBTI R)
2014 2013
—E-NF —ET-=F
Note HKD’000 HKD’000
B & FE R FAT
1 N
Turnover I=E 3] 2(a) 1,032,544 484,849
Cost of sales 85 & KA (450,350) (178,728)
Gross profit E | 582,194 306,121
Other revenue H Y 25 3 24,673 19,704
Administrative expenses THAX (83,499) (41,575)
Other operating expenses HibeEmx (1,808) (709)
Profit from operations wEEFA 521,560 283,541
Finance costs B & B AR 4(a) (53,975) (32,198)
Share of profit of an associate DG —REE R R A m 3,681 22,564
Share of profit of a joint venture AME—REELEN R 582 -
Profit before taxation B B A % A 4 471,848 273,907
Income tax P15 1% 5 (43,595) (49,115)
Profit for the year FRER 428,253 224,792
Attributable to: UT&EEMN:
— Equity shareholders of the Company — RAR MR 8 424,672 224,422
— Non-controlling interests — RS 3,581 370
Profit for the year FREF 428,253 224,792
Earnings per share (HKD) BRERNGERT) 9
Basic and diluted ERREE 0.30 0.20

The notes on pages 59 to 143 form part of these financial statements.
Details of dividends payable to equity shareholders of the Company
attributable to the profit for the year are set out in note 24(d).

ELOEBAMHEME AR ST B MK N — &
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For the year ended 31 December 2014 (Expressed in Hong Kong dollars)
HE-_Z-—NF+_RA=+—BIEFEGAETITR)

2014 2013
—E-mF —EFZ=F
HKD’000 HKD’000
FHET FAT
]
Profit for the year FRER 428,253 224,792
Other comprehensive income for the year FREMZEKE
ltem that may be reclassified subsequently to ERgucENDEEIBEMNIER
profit or loss:
Exchange differences on translation of financial BmEWIEFERB (BT
statements of entities not using Hong Kong EAMEEBN BRI BRE
Dollar (“HKD”) as functional currency EEMELEZZ 2,931 13,979
Total comprehensive income for the year FRE2HEKFZHEAE 431,184 238,771
Total comprehensive income attributable to: UTEEEGEZENREHEE:
Equity shareholders of the Company ViN/NECTR - Eng3 g 427,507 237,534
Non-controlling interests FEFE AR M & 3,677 1,237
Total comprehensive income for the year FREEKEHETE 431,184 238,771
The notes on pages 59 to 143 form part of these financial statements. FEOFEABEFTEM T RZEVBREN 5 -
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As at 31 December 2014 (Expressed in Hong Kong dollars)
RZZT—mFE+=—A=+—8UABTITR)

2014 2013
—E-mF —E—=
Note HKD’000 HKD’000
B 3 THxT FHET
]
Non-current assets kRBEE
Property, plant and equipment LI =N ] 10 1,582,990 511,571
Lease prepayments ENHEHERIE 11 142,754 47,155
Intangible assets EEE 12 296,441 50,039
Goodwill RS 13 97,055 12,194
Interests in an associate R—FREENRIREDS 14(b) - 186,942
Interests in a joint venture R—REEPENES 15 2,487 —
Gross amounts due from B EEANTITIERIAERE
customers for contract work 16 239,494 246,350
Other receivables E fib & UK 3k I8 18 442,304 83,783
Deferred tax assets EEFIBE E 22(b) 3,750 3,829
2,807,275 1,141,863
Current assets RBEE
Inventories FE 17 9,389 1,320
Trade and other receivables B 5 & H b W R IE 18 628,680 280,694
Gross amounts due from customers for BUWEFAANTIIERIEESE
contract work 16 22,001 22,076
Deposits with a bank with original FRRIRITRIGEE B R B R
maturity date over three months “BRAZHER - 50,876
Cash and cash equivalents e LBESEEY 19 147,793 394,723
807,863 749,689
Current liabilities FEBEE
Trade and other payables B 5k AR RIA 20 281,334 137,685
Bank loans RITE R 21 378,289 51,665
Current taxation BN ER® 18 22(a) 24,766 18,333
684,389 207,683
Net current assets REBEEFE 123,474 542,006
Total assets less current liabilities MEERRBER 2,930,749 1,683,869

The notes on pages 59 to 143 form part of these financial statements.

FEOEVAIEMBEMERZENBRERN—E D °
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Consolidated Statement of Financial Position

an\ =] /jﬁ&ﬂklﬂl%

As at 31 December 2014 (Expressed in Hong Kong dollars)
RZZE—WOF+ZA=+—HUBELITR)

2014 2013
—E-NF —ET =4
Note HKD’000 HKD'000
B 3E FTHT FHET
1
Non-current liabilities kFRBERE
Bank loans RITE R 21 941,453 500,533
Deferred tax liabilities FEEFRTE B E 22(b) 79,707 39,981
Deferred income P IE U A 23 14,998 15,049
1,036,158 555,563
Net assets EEFA 1,894,591 1,128,306
Equity R 24
Share capital % 7 144,208 138,208
Reserves Ee 1,720,757 987,297
Total equity attributable to equity AATERZBRREN
shareholders of the Company EEEAE 1,864,965 1,125,505
Non-controlling interests RS 29,626 2,801
Total equity EEEE 1,894,591 1,128,306

Approved and authorised for issue by the board of directors on 31 March R _ET—HAF=A=+—HEEZSHERKE

2015. T o

Mr. Tsui Cham To HREEEE

Chairman and Executive Director FEENITESE

Mr. Lu Yili EEiZ%4%E

Executive Director and Managing Director HITEFEHFEFHKE

The notes on pages 59 to 143 form part of these financial statements. FEOE14BEFEM T AR SV BREN 5 -
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Statement of Financial Position
BN

As at 31 December 2014 (Expressed in Hong Kong dollars)
RZZT—mFE+=—A=+—8UABTITR)

2014 2013
—2-mE —F—=
Note HKD’000 HKD’000
B 3 FHET FHET
1
Non-current assets IRBEE
Investments in subsidiaries RHBRARMKEE 14 970,064 197,627
Total non-current assets kRBEELLE 970,064 197,627
Current assets REBEE
Other receivables Hfth e U i 18 18 51,036 441,240
Cash and cash equivalents BehReEEYD 19 7,320 47,372
Total current assets REBEEHE 58,356 488,612
Current liabilities RBEE
Other payables H ) JE < 5R0E 20 638 105
Bank loan RITER 21 38,750 —
Total current liabilities BB EREE 39,388 105
Net current assets RBEEFE 18,968 488,507
Net assets EEFE 989,032 686,134
Equity xR 24
Share capital % 7 144,208 138,208
Reserves 1 844,824 547,926
Total equity ERAE 989,032 686,134

Approved and authorised for issue by the board of directors on 31 March

2015.

Mr. Tsui Cham To

Chairman and Executive Director

Mr. Lu Yili

Executive Director and Managing Director

The notes on pages 59 to 143 form part of these financial statements.

R-F-—AF=ZA=1+—"ARKEFSHERKE

T
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FERBITEF

EEBI%HE
HITEFREFRK

FEOE1ABE FTEI T A EMBEHREN —2H
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Consolidated Statement of Changes in Equity
REREEBHR

For the year ended 31 December 2014 (Expressed in Hong Kong dollars)
HE-_Z-—NF+_RA=+—BIEFEGAETITR)

Attributable to equity shareholders of the Company

FRARREERRELATEE

Non-
Share Share Capital ~ Statutory Translation Retained controlling Total
capital premium reserve reserve reserve profits Total interests equity

EERHB FER
BAx  ROBE BELRE AEE EHRE REEFA st BiE  AER
HKD’000 HKD’000 HKD’000 HKD’'000 HKD’'000 HKD’000 HKD'000  HKD'000 HKD’000
FET FET FET FET TET FTHERT TiER TET TFTER

(note 24(@)) (note 24(b)) (note 24(b)) (note 24(b)) (note 24(b))

(PFit5E24(a)) (P 5E24() (FfEE24(0)) (PifEE24(0) (HfsE24(b)
! - ' /' ' [ ]

At 1 January 2013 R-_T—=
—RA—H 100 — (90) 48,718 29,540 312,070 390,338 1,664 391,902
Changes in equity for 2013 —ZB—=FHEFEH
Profit for the year F R %A - - — — — 224,422 224,422 370 224,792
Other comprehensive Hh 2 E U
income - - — - 13,112 - 13,112 867 13,979
Total comprehensive income % [ I 75 42 28 - - - - 13,112 224,422 237,534 1,287 238,771
Shares issued by FBRRMHEEET
share offer Eslighy 36,208 461,425 — — — — 497,633 — 497,633
Capitalisation issue BRI BT 101,900 (101,900) - - - - - - -
Transfer to statutory reserve 5 & £ F B 18 - - - 22,026 - (22,026) - - -
At 31 December 2013 and RZE—=
1 January 2014 +ZA=+—HK
—E-mFE—F—H 138,208 369,525 (90) 70,744 42,652 514,466 1,125,505 2,801 1,128,306
Changes in equity for2014 —Z—-NENEZEH
Profit for the year FERE - - - - — 424672 424,672 3,681 428,253
Other comprehensive Hipzmas
income — - — — 2,835 — 2,835 96 2,931
Total comprehensive income % [ U 25 45 58 - - - - 2,835 424,672 427,507 3,677 431,184
Acquisition of a subsidiary WE—HHRERR
(note 14(o)(i) (B 55 14(0)() - - - - - - - 23148 23148
Shares issuance % 17 8 17
(note 24(a)(ii) (B 5 24(a)(i)) 6,000 347,414 — - — — 353,414 — 353414
Transfer to statutory reserve 88 £ 3£ T - - - 25,128 — (25128 - - -
Dividends approved in HRBREFECHE
respect of the previous HR A
years — @461 - - - — (41461 — @461
At 31 December 2014 R-ZT—NF
+=-RBA=+—H 144,208 665,478 (90) 95,872 45,487 914,010 1,864,965 29,626 1,894,591
The notes on pages 59 to 143 form part of these financial statements. FEOE14BEFEM T AR SV BREN 5 -
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Consolidated Cash Flow Statement
GERLTER

For the year ended 31 December 2014 (Expressed in Hong Kong dollars)
BHEZZ—NF+-A=+—BLEFECELITR)

2014 2013
—E-OF —E—=fF
Note HKD’000 HKD’000
B & FHET FET
'
Operating activities RETEE
Cash generated from operations BB IRS 19(b) 628,232 160,372
Income tax paid B AER (32,461) (38,127)
Net cash generated from operating BRETHREESTE
activities 595,771 122,245
Investing activities REED
Payment for acquisition of subsidiaries, g1 =N E
net of cash acquired MRS 14 (369,670) (25,299)
Prepayment of acquisition deposit W% e B MNRE 27(c) (126,760) -
Investment in a joint venture R—EEECEMNKE 15/27(c) (1,893) —
Payment for purchase of lease prepayment 8 & 8 - 5 & B B 4 % -
and property, plant and equipment [ = K 5% S 5 3 (531,038) (131,316)
Withdrawal/ (placement) of deposits with BE/ ()R EAEES
a bank with original maturity date =EAMIRITHFR
over three months 50,876 (50,876)
Proceeds from disposal of property, plant HEWE BMELREE
and equipment Fr 1§ 38 670 -
Net cash used in investing activities RETHFMARSTE (977,815) (207,491)
Financing activities REEH
Proceeds from bank loans RITE R RIE 527,859 -
Repayment of bank loans BEBRITER (145,066) (56,104)
Gross proceeds from initial public offering BHRXAHAEEMGRIERE = 535,881
Payment of listing related expenses S ETHEBEA — (58,142)
Net proceed from share issuance B8 10 B 1T P18 FIE F 88 24(a)(iii) 353,414 —
Advance to related parties m) A B 7 B K 27(c) (676,580) (302,940)
Repayment from related parties AR E R 170,601 379,896
Finance income received 2 i Er & A 353 161
Interest paid B A (58,227) (34,264)
Dividend paid BRI S (41,461) -

57



58

CT ENVIRONMENTAL GROUP LIMITED  Annual Report 2014

Consolidated Cash Flow Statement
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For the year ended 31 December 2014 (Expressed in Hong Kong dollars)

BE_ZT-NEF+-_A=+—RIEFECVETLIIT)

2014 2013
—E-mF —EFZ=F
HKD’000 HKD’000
FHET FET
'
Net cash generated from MEETEE
financing activities Re®R 135,893 464,488
Net (decrease)/increase in cash and i) ﬁ REELZEEY
cash equivalents W), N E (246,151) 379,242
Cash and cash equivalents at 1 January W—B—BHEER
ReZEY 394,723 10,463
Effect of foreign exchange rate changes INEEREHTE (779) 5,018
Cash and cash equivalents at R+=—A=+—8®W
31 December BeRBRSEEY 147,793 394,723
The notes on pages 59 to 143 form part of these financial statements. EEOR14BEFMEM T RZ SV BmMEN—F 5 -
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(b)

TERREEERLE —T-NFFR

Notes to the Financial Statements

b E e

(Expressed in Hong Kong dollars unless otherwise indicated)

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (HKFRSs),
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(HKASs) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (HKICPA) and the
accounting principles generally accepted in Hong Kong.

which collective term

These financial statements comply with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited.
These financial statements also comply with the applicable
disclosure requirements of the Hong Kong Companies
Ordinance, which for this financial year and the comparative
period continue to be those of the predecessor Hong Kong
Companies Ordinance (Cap. 32), in accordance with
transitional and saving arrangements for Part 9 of the new
Hong Kong Companies Ordinance (Cap. 622), “Accounts
and Audit”, which are set out in sections 76 to 87 of
Schedule 11 to that Ordinance. A summary of the significant
accounting policies adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for the
current accounting period. Note 1(c) provides information on
the new and revised HKFRSs that are relevant to the Group
for the current and prior accounting periods reflected in these
financial statements.

Basis of preparation of the financial
statements

The consolidated financial statements for the year ended 31
December 2014 comprise the Company and its subsidiaries
(together referred to as the “Group”) and the Group’s interest
in a joint venture.

The measurement basis used in the preparation of the
financial statements is the historical cost basis.

(a)

(b)

(ABTTIIR - S BZRAERIN

EREH

REVBERRDNERMEBEBNES
RS ERGRR  ZSEBIES
EAQHMASHMENEREBSE B
MR EER - BESHERREH
2E BRBEBSARGHERIIRE
RE - ZEWBHRENFTEEANS
BHMERSMARARESR EMHRA
MIETERT HERENFEEBR
FHERD) (IRIEE B EAO F622EHE
ECRRMEBIKMI R 11 B T7T6 E8TIFFTE
FOIMIEEREBZINBEMRRE
ZH O RANBREERLEEHEMS
T AEEBENERE A B EH))
MWEART AKBEFAREMANERS
ATBURBEZEH N T o

EAGHMASEEME TR ARG
BRI B R ARSI AT IR 2 T3] RS
B BBMEMEEN - ZEH BT
KPR EBEASENAHE AT B
TR 2 5] RSB R] & 7B B 15 3R
HEAFARM T -

MBRREREE

HE-_ZT-—-MFE+-_A=Z+—HBILF

EZHRAUBREBEALRREK
BAR(ABIAE@M])RAEEES
EmsaBdhE-

—»

ZEMBBRERTIRBE LKA EELE
e o
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Notes to the Financial Statements

B B R MY

(Expressed in Hong Kong dollars unless otherwise indicated)

(PAB IR -

(b)

()

WS BERAERIN)

Basis of preparation of the financial
statements (Continued)

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income
and expenses. The estimates and associated assumptions
are based on historical experience and various other factors
that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ
from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.

Judgements made by management in the application of
HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty are
discussed in note 29.

Changes in accounting policies

The HKICPA has issued a number of amendments to
HKFRSs and one new interpretation that are first effective for
the current accounting period of the Group. Of these, the
following development is relevant to the Group’s financial
statements:

° Amendments to HKAS 32, Offsetting financial assets
and financial liabilities

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

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.

(b)

(c)

MBRREREE@

MBREORETEBTEMBREE
A BEXKEEEBFHEZERRERMN
REE - BE WARAXHNHEE
RO HE B RERR - REMHFTR
HERKRLDERBEERRENBE
RELERAREERBATEAEN
ZHAMEAR ARG RBEKHEHE
EREMEBRSENEERAERT
ENEE - BERERIGAINNZE
fliat e

EEEEREEMZEMH REAMR
ReMBRNERNGABEERIER
EFLERETN S HE " B
EFTERZABANRER Y H
RRKHRBETZE AeEFhA
RIS AT B R SR BRI R R o

EEERMNE BV ERE LD AIE
HHBHRRBEEATENHE AR
fl 5T HEE M B X B RR R MY T 295

it o

B EEED

BRGHMASERME TRAEER
AEFHEERERZBEEMBRE
ERZBIAR —EHFT 2B Hip
o S Y B RS B B A R AR R

s ERBGFERERR/ABHHK
BERMBEEE]ZEET

EREGHEUNFERRETAEFTEE
SR ENFRFHEFRE - AR Z
SERAEECSRANG K —
BOMESAEERWHRRLBZE -
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TERREEERLE —T-NFFR

Notes to the Financial Statements

B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

(d) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The Group
controls an entity when it is exposed, or has rights, to variable
returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity.
When assessing whether the Group has power, only
substantive rights (held by the Group and other parties) are
considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control
commences until the date that control ceases. Intra-group
balances, transactions and cash flows and any unrealised
profits arising from intra-group transactions are eliminated in
full in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group transactions are
eliminated in the same way as unrealised gains but only to
the extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary
not attributable directly or indirectly to the Company, and in
respect of which the Group has not agreed any additional
terms with the holders of those interests which would result
in the Group as a whole having a contractual obligation in
respect of those interests that meets the definition of a
financial liability. For each business combination, the Group
measures any non-controlling interests at the non-controlling
interests’ proportionate share of the subsidiary’s net
identifiable assets.

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately from
equity attributable to the equity shareholders of the Company.
Non-controlling interests in the results of the Group are
presented on the face of the consolidated statement of profit
or loss and the consolidated statement of profit or loss and
other comprehensive income as an allocation of the total
profit or loss and total comprehensive income for the year
between non-controlling interests and the equity shareholders
of the Company.

(d)

(ABTTHIR - R B ERERIN)

B B B K 3 42 R M A

MEAREASEZEGNER WA
SEFERHEHE-HERNBERES
HERESUEOBFIAENBEE
HERERBWRIZEZZTO®R A
BAEZEBWENE £ EAEH
ELARNG EEZR(AKEERE
MMALTRER)BELER -

RIMBRARMKRESZEHFRGBZBEE
EEHERZ BRHFAGE B BHRE
MeEBARRRMNESR XHER
EREAMENELEEREARAMA
5 R BT N AR RS & W]
RETFUZHREHE FEARAMR
SEENREH BIREERERE K
MR A TAGE EEALESR
EREREERR -

RS EYIFAARBRNME R
AEEAEEEENED LA KE
YWREBZERGIHEAERBHENE
MEMERATEERAREEER -
RREFEICHEBETENERESR
BHEE -REBEHME A5 H
TIRBAEMEZERERNHE AR A
BAFEEDHLLOETRE -

FEEEaESRA VBRI KO E
HETE5 BIRARBEERER
FEAG AR 25 o AN 5% B B A i FR AT A AE
B2 REAREREGE 2E RS
ROBIFEREE R ARBERERR
RERNEREERZEBEALETN
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(Expressed in Hong Kong dollars unless otherwise indicated)

(PAB IR -

WS BERAERIN)

(d) Subsidiaries and non-controlling interests

()

(Continued)

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

In the Company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
losses (see note 1(k)).

Associate and joint venture

An associate is an entity in which the Group or Company has
significant influence, but not control or joint control, over its
management, including participation in the financial and
operating policy decisions.

A joint venture is an arrangement whereby the Group and
other parties contractually agree to share control of the
arrangement, and have rights to the net assets of the
arrangement.

An investment in an associate or a joint venture is accounted
for in the consolidated financial statements under the equity
method. Under the equity method, the investment is initially
recorded at cost, adjusted for any excess of the Group’s
share of the acquisition-date fair values of the investee’s
identifiable net assets over the cost of the investment (if any).
Thereafter, the investment is adjusted for the post acquisition
change in the Group’s share of the investee’s net assets and
any impairment loss relating to the investment (see notes 1(f)
and (k)). Any acquisition-date excess over cost, the Group’s
share of the post-acquisition, post-tax results of the investees
and any impairment losses for the year are recognised in the
consolidated statement of profit or loss, whereas the Group’s
share of the post-acquisition post-tax items of the investees’
other comprehensive income is recognised in the
consolidated statement of profit or loss and other
comprehensive income.

(d)

(e)

B B 2 B K2 I 42 AR R 5 ()

RAOBBERNEBA T & 6K
ARNEEAMENRERKES Z
RIFAMBBHRESNEED NN
ARFEZM REBEMGTERLZA
FRAENNBBHROBRE SERE
ERRBERHNATE MHEQFE
HEEEZHNEANZERAHEH
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B9 &% B 4R AN RUR B RS 1B A BR (R BT
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AREE(BEXFEHRARZS)NE
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Notes to the Financial Statements

B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

(e) Associates and joint ventures (Continued)

(f)

Unrealised profits and losses resulting from transactions
between the Group and its associate and joint venture are
eliminated to the extent of the Group’s interest in the
investee, except where unrealised losses provide evidence of
an impairment of the asset transferred, in which case they
are recognised immediately in profit or loss.

In all other cases, when the Group ceases to have significant
influence over an associate or joint control over a joint
venture, it is accounted for as a disposal of the entire interest
in that investee, with a resulting gain or loss being recognised
in profit or loss.

Goodwiill

Goodwill represents the excess of

0] the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling interest
in the acquiree and the fair value of the Group’s
previously held equity interest in the acquiree; over

(i)  the net fair value of the acquiree’s identifiable assets
and liabilities measured as at the acquisition date.

When (i) is greater than (i), then this excess is recognised
immediately in profit or loss as a gain on a bargain purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash-generating unit, or groups of cash
generating units, that is expected to benefit from the
synergies of the combination and is tested annually for
impairment (see note 1(k)).

(e)

(f)

(ABTTHIR - R B ERERIN)

BM&&% TE’HZE“ ﬁﬁé \EZID?E"“"
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(Expressed in Hong Kong dollars unless otherwise indicated)

(AB IR - S BEREKRIN

(g) Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses (see note

1(K).

The cost of self-constructed items of property, plant and
equipment includes the cost of materials, direct labour, the
initial estimate, where relevant, of the costs of dismantling
and removing the items and restoring the site on which they
are located, and an appropriate proportion of production

overheads and borrowing costs (see note 1(x)).

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as the
difference between the net disposal proceeds and the
carrying amount of the item and are recognised in profit or

loss on the date of retirement or disposal.

No depreciation is provided in respect of construction in

progress.

Depreciation is calculated to write off the cost of items of
property, plant and equipment, less their estimated residual
value, if any, using the straight-line method over their

estimated useful lives as follows:

—  Buildings and other infrastructure held for own use
which are situated on leasehold land are depreciated
over the shorter of the unexpired term of lease and
their estimated useful lives, being 20-25 years after the

date of completion.

— Machinery 10-15 years

—  Office equipment and others

Both the useful life of an asset and its residual value, if any,

are reviewed annually.

(9 M% BMERKRE
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Notes to the Financial Statements

B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

Intangible assets

Intangible assets that are acquired by the Group are stated at
cost less accumulated amortisation (where the estimated
useful life is finite) and impairment losses (see note 1(k)).

The Group recognises an intangible asset arising from a
service concession arrangement when it has a right to charge
for use of the concession infrastructure. An intangible asset
received as consideration for providing construction or
upgrade services in a service concession arrangement is
measured at fair value on initial recognition with reference to
the fair value of the services provided. Subsequent to initial
recognition, the intangible asset is measured at cost less
accumulated amortisation and accumulated impairment
losses (see note 1(k)).

Amortisation of intangible assets is charged to profit or loss
on a straight-line basis over the estimated useful life. The
estimated useful life of an intangible asset in a service
concession arrangement is the period from when the Group
is able to charge the end user for the use of the infrastructure
to the end of the concession period:

—  Wastewater treatment plants operation rights 20-25
years

—  Sludge and solid waste treatment operation rights 20
years

Both the period and method of amortisation are reviewed
annually.

Lease prepayments

Lease prepayments represent cost of land use rights paid to
the People’s Republic of China (“PRC”)’'s government
authorities. Land use rights are stated at cost less
accumulated amortisation and impairment losses (note 1(k)).
Amortisation is recognised in profit or loss on a straight-line
basis over the respective period of the rights which are 35
years to 50 years.

(h)

(ABTTHIR - R B ERERIN)
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1 Significant Accounting Policies (continued)

0

(k)

Operating lease charges

Where the Group has the use of assets held under operating
leases, payments made under the leases are charged to
profit or loss in equal instalments over the accounting periods
covered by the lease term, except where an alternative basis
is more representative of the pattern of benefits to be derived
from the leased asset.

Impairment of assets

(i)

Impairment of investment in an associate, a
joint venture, trade and other receivables
and gross amounts due from customers for
contract work

Investment in an associate, other current and non-
current receivables and gross amounts due from
customers for contract work that are stated at cost or
amortised cost are reviewed at the end of each
reporting period to determine whether there is objective
evidence of impairment. Objective evidence of
impairment includes observable data that comes to the
attention of the Group about one or more of the
following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal payments;

— it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation;

— significant changes in the technological, market,
economic or legal environment that have an
adverse effect on the debtor; and

— asignificant or prolonged decline in the fair value
of an investment in an equity instrument below
its cost.
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Impairment of assets (Continued)

(k) EERE@

If any such evidence exists, any impairment loss is
determined and recognised as follows:

MFEEN LA EE MEEE
RERBRERFENT

For investments an associate and a joint venture
(including those recognised using the equity
method (see note 1(g)), the impairment loss is
measured by comparing the recoverable amount
of the investment with its carrying amount in
accordance with note 1(kj(i). The impairment
loss is reversed if there has been a favourable
change in the estimates used to determine the
recoverable amount in accordance with note 1(k)

().

For trade and other current receivables, gross
amounts due from customers for contract work
and other financial assets carried at amortised
cost, the impairment loss is measured as the
difference between the asset’s carrying amount
and the present value of estimated future cash
flows, discounted at the financial asset’s original
effective interest rate (i.e. the effective interest
rate computed at initial recognition of these
assets), where the effect of discounting is
material. This assessment is made collectively
where these financial assets share similar risk
characteristics, such as similar past due status,
and have not been individually assessed as
impaired. Future cash flows for financial assets
which are assessed for impairment collectively
are based on experience for assets with credit
risk characteristics similar to the collective group.
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(k) EERE@m

(k) Impairment of assets (Continued)

If in a subsequent period the amount of an impairment
loss decreases and the decrease can be linked
objectively to an event occurring after the impairment
loss was recognised, the impairment loss is reversed
through profit or loss. A reversal of an impairment loss
shall not result in the asset’s carrying amount
exceeding that which would have been determined
had no impairment loss been recognised in prior years.

Impairment losses are written off against the
corresponding assets directly, except for impairment
losses recognised in respect of trade debtors included
within trade and other receivables, whose recovery is
considered doubtful but not remote. In this case, the
impairment losses for doubtful debts are recorded
using an allowance account. When the Group is
satisfied that recovery is remote, the amount
considered irrecoverable is written off against trade
debtors directly and any amounts held in the allowance
account relating to that debt are reversed. Subsequent
recoveries of amounts previously charged to the
allowance account are reversed against the allowance
account. Other changes in the allowance account and
subsequent recoveries of amounts previously written
off directly are recognised in profit or loss.

Internal and external sources of information are
reviewed at the end of each reporting period to identify
indications that the following assets may be impaired:
— property, plant and equipment;

—  intangible assets;

— lease prepayments; and

—  goodwill.

If any such indication exists, the asset’s recoverable
amount is estimated.
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Impairment of assets (Continued)

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its fair value less costs of disposal and
value in use. In assessing value in use, the
estimated future cash flows are discounted to
their present value using a pre-tax discount rate
that reflects current market assessments of the
time value of money and the risks specific to the
asset. Where an asset does not generate cash
inflows largely independent of those from other
assets, the recoverable amount is determined for
the smallest group of assets that generates cash
inflows independently (i.e. a cash-generating
unit).

Recognition of impairment losses

An impairment loss is recognised in profit or loss
if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its
recoverable amount. Impairment losses
recognised in respect of cash-generating units
are allocated first to reduce the carrying amount
of any goodwill allocated to the cash-generating
unit (or group of units) and then, to reduce the
carrying amount of the other assets in the unit (or
group of units) on a pro rata basis, except that
the carrying value of an asset will not be reduced
below its individual fair value less costs of
disposal (if measurable), or value in use (if
determinable).

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An
impairment loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is limited to the
asset’s carrying amount that would have been
determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to profit or loss in
the year in which the reversals are recognised.
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(m)

(n)

WS BERAERIN)

Inventories

Inventories are carried at the lower of cost and net realisable
value.

Cost is calculated using the weighted average cost formula
and comprises all costs of purchase, costs of conversion and
other costs incurred in bringing the inventories to their
present location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the
sale.

When inventories are consumed or sold, the carrying amount
of those inventories is recognised as an expense in the profit
or loss. The amount of any writedown of inventories to net
realisable value and all losses of inventories are recognised
as an expense in the period the write-down or loss occurs.

Construction contracts

Construction contracts are contracts specifically negotiated
with a customer for the construction of an asset or a group
of assets under a service concession arrangement. When the
outcome of a construction contract can be estimated reliably,
contract costs are recognised as an expense by reference to
the stage of completion of the contract at the end of the
reporting period. When it is probable that total contract costs
will exceed total contract revenue, the expected loss is
recognised as an expense immediately. When the outcome
of a construction contract cannot be estimated reliably,
contract costs are recognised as an expense in the period in
which they are incurred.

Trade and other receivables

Trade and other receivables are initially recognised at fair
value and thereafter stated at amortised cost using the
effective interest method, less allowance for impairment of
doubtful debts (see note 1(k)), except where the receivables
are interest-free loans made to related parties without any
fixed repayment terms or the effect of discounting would be
immaterial. In such cases, the receivables are stated at cost
less allowance for impairment of doubtful debts.

()

(m)

(n)

rE
BERERFRTERFERORES
N T

BOAREAMEFHRAEFE LB
%%ﬁ%%ﬁ$ R AER&EFE
3B IR HE 0 IR AR B E A PR o

AERFERGIEFTEAEBATE
BRER BT EEMTOHRAE R
RERBEERTER

EREHRILER REFENE
HEEAIDIIAIER - BHERK
ﬁE/‘:F/JIj:—_[ FIRFEMIE /R@Zﬁfﬁ
FEEER DReBMMBERFEES
BERMRE B B AR -

EREW

ERENERBERBEAELELE
wEHR-HEEMERTP AEHH
WEaEH M EHAERAONE
R AR ARBEHRIZA DT
KREREERRRAS - NEAHKAR
LA MW BITESREREE
MARAX MEEAEM[HTERA
W AR - RIB # BN 0 B A B R
RB/F e

B RHEAMEKRIRE

B 5 NEMEYRIBNIGIE A FERE
R ERERERMNZRLREHEKA
R AR E BB AR (R 1K) - HE
ERERBERABEY D IZEEREE
FAREERRBRANONTEEMBER
T - ZEBRT - BUYRIBIZK
AR R B RE B D) AR



(o)

(p)

(@)

(r

TERREEERLE —T-NFFR

Notes to the Financial Statements

B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair
value less attributable transaction costs. Subsequent to initial
recognition,
amortised cost with any difference between the amount
initially recognised and redemption value being recognised in
profit or loss over the period of the borrowings, together with
any interest and fees payable, using the effective interest

interest-bearing borrowings are stated at

method.

Trade and other payables

Trade and other payables are initially recognised at fair value.
Except for financial guarantee liabilities measured in
accordance with note 1(t)(i), trade and other payables are
subsequently stated at amortised cost unless the effect of
discounting would be immaterial, in which case they are
stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which
are subject to an insignificant risk of changes in value, having
been within three months of maturity at acquisition.

Employee benefits

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in
the year in which the associated services are rendered
by employees. Where payment or settlement is
deferred and the effect would be material, these

amounts are stated at their present values.

Termination benefits are recognised at the earlier of
when the group can no longer withdraw the offer of
those benefits and when it recognises restructuring
costs involving the payment of termination benefits.
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Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current tax
and movements in deferred tax assets and liabilities are
recognised in profit or loss except to the extent that they
relate to items recognised in other comprehensive income or
directly in equity, in which case the relevant amounts of tax
are recognised in other comprehensive income or directly in
equity, respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or substantively
enacted at the end of the reporting period, and any
adjustment to tax payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible and
taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future
taxable profits that may support the recognition of deferred
tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing
taxable temporary differences, provided those differences
relate to the same taxation authority and the same taxable
entity, and are expected to reverse either in the same period
as the expected reversal of the deductible temporary
difference or in periods into which a tax loss arising from the
deferred tax asset can be carried back or forward. The same
criteria are adopted when determining whether existing
taxable temporary differences support the recognition of
deferred tax assets arising from unused tax losses and
credits, that is, those differences are taken into account if
they relate to the same taxation authority and the same
taxable entity, and are expected to reverse in a period, or
periods, in which the tax loss or credit can be utilised.
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Income tax (Continued)

The limited exceptions to recognition of deferred tax assets
and liabilities are those temporary differences arising from
goodwill not deductible for tax purposes, the initial
recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part of a
business combination), and temporary differences relating to
investments in subsidiaries to the extent that, in the case of
taxable differences, the Group controls the timing of the
reversal and it is probable that the differences will not reverse
in the foreseeable future, or in the case of deductible
differences, unless it is probable that they will reverse in the
future.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of the reporting
period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the extent
that it is no longer probable that sufficient taxable profits will
be available to allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be available.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Group has the legally enforceable right to
set off current tax assets against current tax liabilities and the
following additional conditions are met:

— in the case of current tax assets and liabilities, the
Group intends either to settle on a net basis, or to
realise the asset and settle the liability simultaneously;
or
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(s) Income tax (Continued)

in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

—  the same taxable entity; or

—  different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled
or recovered, intend to realise the current tax
assets and settle the current tax liabilities on a
net basis or realise and settle simultaneously.

() Financial guarantees issued, provisions
and contingent liabilities

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified payments
to reimburse the beneficiary of the guarantee (the
“holder”) for a loss the holder incurs because a
specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

Where the Group issues a financial guarantee, the fair
value of the guarantee is initially recognised as deferred
income within trade and other payables. The fair value
of financial guarantees issued at the time of issuance is
determined by reference to fees charged in an arm’s
length transaction for similar services, when such
information is obtainable, or is otherwise estimated by
reference to interest rate differentials, by comparing the
actual rates charged by lenders when the guarantee is
made available with the estimated rates that lenders
would have charged, had the guarantees not been
available, where reliable estimates of such information
can be made. Where consideration is received or
receivable for the issuance of the guarantee, the
consideration is recognised in accordance with the
Group’s policies applicable to that category of asset.
Where no such consideration is received or receivable,
an immediate expense is recognised in profit or loss on
initial recognition of any deferred income.
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Financial guarantees issued, provisions
and contingent liabilities (continued)

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over the
term of the guarantee as income from financial
guarantees issued. In addition, provisions are
recognised in accordance with note 1(t)(ii) if and when (j)
it becomes probable that the holder of the guarantee
will call upon the Group under the guarantee, and (i)
the amount of that claim on the Group is expected to
exceed the amount currently carried in trade and other
payables in respect of that guarantee i.e. the amount
initially recognised, less accumulated amortisation.

Provisions are recognised for other liabilities of
uncertain timing or amount when the Group has a legal
or constructive obligation arising as a result of a past
event, it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate can be made. Where the time value of
money is material, provisions are stated at the present
value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.
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(u) Revenue recognition

Revenue is measured at the fair value of the consideration

received or receivable, excludes value added tax or other
sales taxes. Provided it is probable that the economic
benefits will flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is recognised
in profit or loss as follows:

Revenue relating to construction services under a
service concession arrangement is recognised based
on the stage of completion of the work performed.
When the outcome of a construction contract can be
estimated reliably, contract revenue and expenses are
recognised in profit or loss in proportion to the stage of
completion of the contract. The stage of completion is
assessed by reference to the percentage of contract
costs incurred to date to estimated total contract costs
for the contract. When the outcome of a construction
contract cannot be estimated reliably, contract revenue
is recognised only to the extent of contract costs
incurred that are likely to be recoverable. An expected
loss on a contract is recognised immediately in profit or
loss. Operation or service turnover is recognised in the
period in which services are provided by the Group.
When the Group provides more than one service in a
service concession arrangement, the consideration
received is allocated by reference to the relative fair
values of the services delivered when the amounts are
separately identifiable.

Finance income is recognised as it accrues using the
effective interest method.

Revenue from supply of industrial water is recognised
when industrial water is supplied to customers.

Revenue from provision of wastewater treatment plants
operation services is recognised when the service is
rendered.

(U WFEER

WaEmt W ERR BN R FER
E WETEREERIEMESE
B EEERGZRYPERALEE
W B &SRB LKA (HER) 88 A SE 5t
EOBERAT UTEEEFE/EN
B R

REB R R AL B R ER
BRRGHEBR SR TRETRER
WER o MRE A SEMAAtRE TR
BHHMKER  BlaHREREX
REBEPRELTRERE AL X
FAER - TREE TS EE R
EEEMNANRARZEDON
B EHORETBBENE DR
FFfE e BRI SE ML AT 2 E T
FTAMMAR AHERFTELEM
B A R B Y & K K AR TE AR AR IR
HoBHANNERBRINE
BETHER - EEXRBEER
PN 52 B4R 41 6 B8 AR 7% O HA ) e
R o AN £ B £ — T8 IR 7% AT HE
ZHTREES RS A
U BR & X E (fi 2 58 T 8808 3 A1)
RERERBOBEBELIFED
fig -

BERAZERNSOENE LR

TR -

HE T X AR RN TEMAK
HETEPRER -

B A5 7K B IR 3R b AR 8 AR TS HO WK
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Notes to the Financial Statements

B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

Revenue recognition (Continued)

Revenue from provision of heating services is
recognised when the service is rendered.

Revenue from provision of sludge and solid waste
treatment services is recognised when the service is
rendered.

Government grants

Government grants are recognised in the statement of
financial position initially when there is reasonable assurance
that they will be received and that the Group will comply with
the conditions attaching to them. Grants that compensate
the Group for expenses incurred are recognised as income in
profit or loss on a systematic basis in the same periods in
which the expenses are incurred. Grants that compensate
the Group for the cost of an asset are deducted from the
carrying amount of the asset and consequently are effectively
recognised in profit or loss over the useful life of the asset by
way of reduced depreciation expense.

Translation of functional currencies

Foreign currency transactions during the year are translated
at the foreign exchange rates ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling
at the end of the reporting period. Exchange gains and losses
are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates.

The results of foreign operations are translated into Hong
Kong dollars at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions.
Statement of financial position items are translated into Hong
Kong dollars at the closing foreign exchange rates at the end
of the reporting period. The resulting exchange differences
are recognised in other comprehensive income and
accumulated separately in equity in the exchange reserve.

(u)

v)

(w)

(ABTTHIR - R B ERERIN)

W 2% 7 58 (m)

R AR WS R R H RS

B -

U5 e B [E] 88 5 ) 5 32 AR 75 19
YR A R P AR 75 B HE 3R

BURT 5 BY

il AT & 32 i E e MW ER T /B B -
R B A 1T A TR A B Y BT A R A
1) AT 6 B o 4 4 7 B 7 KO0 K o B
R-ERNFEAKZEMELERAOH
B DREARXWEA-HME ZR
WREBEEPHER - MESEEEENX
AeywBy DEMBEERBETN
B BN ZEENAASFRA AR
PHERIHARBRER -

BMEINEER
FANIERHRIX P ANEXE
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BHREARNWEXTSRE - EHLRER
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BIMEEEBRERARZHE ANE
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(AB IR - S BEREKRIN

(x) Borrowing costs

Borrowing costs that are directly attributable to the
acquisition or construction which necessarily takes a
substantial period of time to get ready for its intended use are
capitalised as part of the cost of that asset. Other borrowing
costs are expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a
qualifying asset commences when expenditure for the asset
is being incurred, borrowing costs are being incurred and
activities that are necessary to prepare the asset for its
intended use are in progress. Capitalisation of borrowing
costs is suspended or ceases when substantially all the
activities necessary to prepare the qualifying asset for its

intended use are interrupted or complete.

(y) Related parties

(@ A person, or a close member of that person’s family, is

related to the Group if that person:

(i) has control or joint control over the Group;

(ii) has significant influence over the Group; or

(i) is a member of the key management personnel

of the Group or the Group’s parent.

(b)  An entity is related to the Group if any of the following

conditions applies:

(i) the entity and the Group are members of the
same Group (which means that each parent,
subsidiary and fellow subsidiary is related to the

others);

(x) EERAX

(v)

EERABEIER —BEAFTEMREER

KETEAREERENEENEER

KA @ERNEERZBEENRD

B o E Al f B AR AR TR EE A A A R R
RER -

BERAEEERES EEKAE
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) EHRAREHAEER:
i) HAEEEEATE %
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B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

Related parties (Continued)

(b)  (Continued)

(i) one entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member);

(i) both entities are joint ventures of the same third
party;

(iv)  one entity is a joint venture of a third entity and
the other entity is an associate of the third entity;

(v)  the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

(vi)  the entity is controlled or jointly controlled by a
person identified in (a);

(vl a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.

Segment reporting

Operating segments, and the amounts of each segment item
reported in the financial statements, are identified from the
financial information provided regularly to the Group’s most
senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group’s
various lines of business and geographical locations.

(2)

(ABTTHIR - R B ERERIN)

(y) BEBA @

) (&)

i

R
e

(i)

oy af
30
\

I

B

S
> A ~ &

R wl fE

ToDomd o N
F B oy omf

0
S Y
B m Yo

HME D

iy MREBHRA-F=7H

vy —XEBRF=-TEE

V) REEI@FT@MALTES
L _

(vi) (@) AT A T HZEE
R¥ :'ijﬁz% zfgiﬁ‘@(

ITHERRBERERTAHESR
RS E &}\i%x&}\ie’%&
H R IRAK B -

HiEE

DPHBRVERRANZBOZDH
E@% TRERSRERTAE
lxif&&iﬂl[ 2K FE R BRI
EFHRETFTAEBESESTHRERAES
B BF 75 & BHEE ©

w2t
o=
>_

S

/9



80

CT ENVIRONMENTAL GROUP LIMITED  Annual Report 2014

Notes to the Financial Statements

B B R MY

(Expressed in Hong Kong dollars unless otherwise indicated)

(PAB IR -

(2)

WS BERAERIN)

Segment reporting (Continued)

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used
to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they
share a majority of these criteria.

The Group manages its business by divisions, which are organised

by business lines. In a manner consistent with the way in which
information is reported internally to the Group’s most senior
executive management for the purposes of resource allocation and
performance assessment, the Group has presented the following
five reportable segments. No operating segments have been

aggregated to form the following reportable segments.

Supply of industrial water: this segment supplies industrial
water.

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

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

Provision of heating services: this segment provides heating
services.

Provision of sludge and solid waste treatment services: this
segment provides sludge and solid waste treatment services.
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2 Turnover and segment reporting (continued) 2

Information about profit or loss, assets
and liabilities

Information regarding the Group’s reportable segments as
provided to the Group’s most senior executive management

(ABTTHIR - R B ERERIN)

EXBERITBREw
(@) E@EE~§E&EEE@§

AEBERTREEAERSAEBA
SERNEHOANEHARELETE

for the purposes of resource allocation and assessment of BAEEDHRIRTFEFBEOT -
segment performance is set out below.
Provision of Provision of
wastewater Wastewater project sludge and solid
Supply of treatment plants construction and Provision of waste treatment
industrial water operation services operation services heating services senvices Total
RAAEE BRERRRR REFERER
BEIEZRX BHEERE EERE REARE BYRERE £8
Forthe year ended 014 013 014 013 014 013 014 013 2014 013 014 013
BE5E ZE-pF -F--F E3-mE -5-cF CB-RE CT--f CE-MF C%--F ZB-@E C5--F C§-RF CF-=%
HKD'000  HKD'OOD  HKD'0O0  HKD'OO0  HKD'0O0  HKD'OO0  HKD'OO0  HKD'OO0  HKD'000  HKD'OOO  HKD'000  HKDIOOO
TRn T TR TAr  TEn  TEn  fRn  TEr  TEr  TEnr fRm TR
. /7 /] [/ | [| |
Reventi fom Kasig
extemal customers LRk 52,338 0343 444886 207031 143792 50,745 84,626 863 306002 20000 10254 484819
Iner-seqment revenue APENE - - B - - - - - M - hnded -
Reportable segment revenve 7 2H 43 5% & 52,33 834%  4132%6 207031 143792 59745 8466  8463%  3289% 0002 1083008 484849
Adjusted EBITDA AEKEBITDA 39,335 048 309730 21007 53,612 47798 8,076 7398 176158 18458 616911 326301
Share of roft of an associatel S -FEERT/
ajoint veniure AERENER - - 4,263 2,564 - - - - - - 4,263 2,564
Depreciaton and amortsaion 77 & o &3¢ B2 By (028 (1424 (489) 5 (90 (109 @) 2y 464 218
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2 Turnover and segment reporting (continued)

(@)

(b)

2

EEBERDHRSE @

Information about profit or loss, assets (a EHERZ EBEERABEBME
and liabilities (Continued) X0 )
The measure used for reporting segment profit is “adjusted BRmEsE M2 7N AMH
EBITDA” i.e. “adjusted profit before interest, taxes, B IZEBITDAL - BNT R &F R A & B
depreciation and amortisation”. To arrive at adjusted EBITDA, B TELREBIOAREEN] A
the Group’s earnings are further adjusted for items not E YT EIREBITOA - A& E 2 & H TS
specifically attributed to individual segments, such as B AEEEBRENS> I 2EAE
directors’ remuneration, finance costs and other head office HE—FALE WEFHFW &K
or corporate administration costs. AT H oM 4R E0 ol 1 AT AN o
The Group has transactions with the PRC local government 7N £ [F B iy AR R R PR A B R B i
authorities (under common control from the PRC government) BAFREBETHOXSALBBEREER
which in aggregate exceeded 10% of the Group’s turnover. BEBENI% BE_T—NF+ =
Turnover from provision of wastewater treatment plants A=+—HItFE E#5 7}< J“é 18
operation services, wastewater project construction and L ERG -5 KEBEERENLLER
operations services and provision of sludge and solid waste 78RR 55 e LA K [ B8 RF #%J;’i EE AR 7%
treatment services derived from local government authorities R - S=ERE W R UL
in the PRC for the year ended 31 December 2014 amounted A £130,228,0008 T(ZF — = F -
to HKD130,228,000 (2013: HKD66,816,000). Details of 66,816,000/ 7T ) ° A %}5 EENE
concentrations of credit risk arising from customers are set R B R B 515 S R BT RE25() ©
out in note 25(a).
Reconciliations of reportable segment (b) AT2H o IBU A KR §H
revenues and profits iR
2014 2013
—ZE-NF —E-=fF
HKD’000 HKD’000
FET FAET
]
Reportable segment profit ] 25 & A 616,911 326,391
Elimination of inter-segment profits Al 2 ] 5 50 s ) 3 8 (32) -
616,879 326,391
Share of profit of an associate DAE— KB E D R 8 E 3,681 22,564
Share of profit of a joint venture DME—REE B E RN 582 -
Finance costs Bl & pK A (53,975) (32,198)
Finance income & WA 353 161
Depreciation and amortisation & I (84,624) (22,183)
Unallocated head office and KOMBEHRARRAEZ
corporate expenses (11,048) (20,828)
Consolidated profit before taxation A& B B R& A 471,848 273,907
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(ABTTHIR - R B ERERIN)

Turnover and segment reporting continues) 2 EETEN D/ E @

(c) Geographic information (c) WEZHER
Analysis of the Group’s turnover and assets by geographical AR AEERBATDWENEEESE
market has not been presented as substantially all of the REMRPBEERN R K25 K&
Group’s revenue and assets are generated and located in the EixtEmEEs s mEEmREED
PRC. i o
Other Revenue 3 Hihlkz:
2014 2013
—E-OF —T-=fF
HKD’000 HKD’000
FERT FAT
./ ! /| |
Government grants 5 I 48 BY 543 12,617
Interest income B WA 353 161
Gain on remeasurement of previously-held equity R EIZ AT EEFTFEZ
interests in an associate at fair value GIESE=N: 0 Rant> ¥: A W/NCIN ¢ 7
upon acquisition (note) i B A 2 Weas (B EE) 22,871 -
Government compensation BT E - 6,863
Others H A 906 63
24,673 19,704
Note: M
During the year ended 31 December 2014, the Group further acquired 49% REBEE-T—NF+-_A=Z+—BLEFE 4%
equity interests in Guangzhou Yinglong Wastewater Treatment Company B - SPWEENBESKEEERAG(A
Limited (“Yinglong”), a former associate of the Group with 46% equity [E1)49% ikt RERZBEN A —KBALE
interests. Upon completion of the acquisition, Yinglong became a subsidiary HERBRENHEE QA RIRBEETK
of the Group (note 14(b)(i). A gain on remeasurement of the 46% equity % BEKAAEEZ MK ERR (M E140b)
interests in Yinglong at fair value before the acquisition was recognised in () o & A F1E E # T = W AT &I 1) 46% ik 1
profit or loss for the year ended 31 December 2014. MELAZWEREBEE-T—NF+=-_A=+—H

I FERNBREAER -
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4 Profit Before Taxation 4 BRE¥LANER
Profit before taxation is arrived at after charging/(crediting): M B AT M & (GE ) T3 & 18 -
(a) Finance costs (@) MERK
2014 2013
—E-—MF —E-=fF
HKD’000 HKD’000
FHEx FiET
Interest on bank loans RITERF B
— wholly repayable within five years —ZBERAFTAEHEER 16,493 2,098
— other bank loans — HRITER 45,485 36,522
Sub-total INEE 61,978 38,620
Less: interest expenses capitalised W BERMEARERERD
into properties under development* B X (8,003) (6,422)
Total finance costs A& K AN B R 53,975 32,198
* The borrowing costs have been capitalised at a rate of 6.55% * BEKABRTFF £655%E A1
per annum (2013: 6.55%). (ZZ— =% :6.55%) °
(b) Staff costs (b) ET A
2014 2013
—E-OF —T—=
HKD’000 HKD’000
FHET FET
Salaries, wages and other benefits Fe TEMHEMER 61,511 21,142
Contributions to defined contribution plan 5 & it @&t 2 X 3,105 1,417
64,616 22,559
The employees of the companies in the PRC participate in a RAE QG E S S E BT BT
defined contribution retirement scheme operated by the local HEEOREMPFEKRER & K
government authorities whereby the Group is required to EEBEERAEREEEARAFT2M12%
contribute to the scheme at rate of 12% to 15% of the eligible ZE15% (A 5T B VEH 3K -

employees’ basic salary.
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4 Profit Before Taxation (continued)

(b) Staff costs (continued)

(c)

Contributions to the Mandatory Provident Fund (“MPF”) are
required under the Hong Kong Mandatory Provident Fund
Schemes Ordinance. The Group and its employees in Hong
Kong make monthly mandatory contributions to the MPF
scheme at 5% of the employees’ relevant income as defined
under the Mandatory Provident Fund Schemes Ordinance.
The contributions from employees and employers are subject
to a cap of monthly relevant income of HKD30,000 (HKD25,000
prior to June 2014).

The Group has no other material obligations for payments of
retirement and other post-retirement benefits of employees
other than the contributions described above.

(ABTTHIR - R B ERERIN)

4 PBR¥ARF @

(b)

B T A @)

HABG M AES T EEOR T M
FIMEARES(BBESDIEEHK K
SEREFERETAKRATNMERTE
SEFEEA T A ENIEEHBERAD
5% A 58 1& & 51 B o8 Bl M 5K - ('
BREFHFAZRNEESEH T
e & A48 YA R 30,0007 T
(ZZF—MF N AZA] : 250007 7T) °

B Bt ks AL B Bt S B
BERAREMBRARERENAERLME
REE

Other items (c) EftE B
2014 2013
—E-ImEF —F—=
HKD’000 HKD’000
FTHET FAET
Cost of construction service 22 3% AR 7% Ak A 51,329 -
Cost of inventories* FE KA 81,524 38,343
Depreciation and amortisation PTE N EY 84,624 22,183
Operating lease charges LEHERS 4,503 537
Research and development expenses RSB 2 1,843 1,009
Auditors’ remuneration 1% 25 Bl B & 6,734 1,825
Net foreign exchange loss/(gain) [E 5 518, (W) S8 283 (1,074)

Cost of inventories represented raw materials consumed
during the supply of industrial water, provision of wastewater
treatment plants operation services, provision of sludge and
solid waste treatment services.

© o EEMAE TRk RIE S

KR IR 38 16 B R A5 DL R 4R 4050
1 B 0 32 B 75 P W 0 IR A
K-
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5 Income Tax in the Consolidated 5 HMEBRRANAEBH
Statement of Profit or Loss
(a) Taxation in the consolidated statement of () REBRRAVBIERE
profit or loss represents:
2014 2013
—F-HmEF —T=F
HKD’000 HKD’000
FHET FET
Current tax — PRC income tax BIEABiE — PEIFTBH
Provision for PRC income tax BB BT A5 R R 38,927 38,933
Provision for PRC dividend withholding tax A B R S TE 0B B — 4,338
Deferred tax I FE B 1H
Origination and reversal of temporary A R E A N B
differences (note 22(b)) (Fff 5E22(b)) 4,668 5,844
Income tax expenses FrEfimx 43,595 49,115
(b) Reconciliation between tax expenses and b) REABEAENRESHHA
. . . FYIRS Y .
accounting profit at applicable tax rates: THEHRAER
2014 2013
—E-—MF —E—=%F
HKD’000 HKD’000
FHET FiET
Profit before taxation % B4 B s A 471,848 273,907
Notional tax on profit before taxation BB R AR R ER®
calculated at the standard tax rates ZERELGBRB AR FTE
applicable at the jurisdictions concerned (i) B % & FRIE() 120,387 69,547
Effect of non-deductible expenses TAMBRATHTE 10,675 6,080
Effect of non-taxable income ERRTBMANTE (6,781) (5,641)
Effect of preferential tax treatments (ii) EBERIEFBAOE( (75,405) (30,662)
Effect of tax losses not recognised AERTHEHEENZE 1,201 842
PRC dividend withholding tax (ii) B % 2 T8 H0 A (i) — 8,949
Use of previously unrecognised tax losses R AERIIBRE (6,482) —
Income tax expenses Frisfim = 43,595 49,115
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(b) Reconciliation between tax expenses and
accounting profit at applicable tax rates:
(Continued)

U

(i)

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

No provision was made for Hong Kong Profits Tax as
the Group did not earn income subject to Hong Kong
Profits Tax for the years ended 31 December 2014 and
2013.

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

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

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

Guangzhou Haitao Environmental Protection
Technology Company Limited (“Guangzhou Haitao”),
being an entity engaged in wastewater treatment and
sludge treatment, is entitled to a tax holiday of 3-year
exemption and 3-year 50% reduction on income
derived from such activities (the “3+3 tax holiday”)
starting from the year in which the project first
generates operating revenue. Guangzhou Haitao
Phase | and Phase Il of the Yonghe Haitao wastewater
treatment facility are subject to income tax at 0% from
2010 to 2012, 12.5% from 2013 to 2015, and 25%
from 2016 onwards; and Guangzhou Haitao Phase |lI
of the Yonghe Haitao wastewater treatment facility and
Yonghe Haitao sludge treatment facility are subject to
income tax at 0% from 2013 to 2015, 12.5% from
2016 to 2018, and 25% from 2019 onwards.

(b) ZEH

(ABTTHIR - R B ERERIN)

STERFEHR

Bx
BT BRI EREER - @

(i)

REFSHEREBRLES
(TRBEZES])WHERERRR
R ARERHASRERKE
BRRBSBRGMEMMASH -

ARBE-T-MER-T—=
FHZA=t—BIEFEAEE
A 45 9 B A7 7B 480 5 7 15 B
STONES 2.3 52 L e
1 -

TEMERRMEEMSHER
25% -

AEBHNETHEMNBARZEA
ATHhEEEHREFE

BMFEXREFCARRA(E
MEEDR B ——F+— AK
RERBHRMEE R-2F—
CEE_T-MFEEZH15%HE
BREHE-

BNEBERRMBEERAT(E
NEHE]D BIEESKERRSE
EEMER ABEEBAELS
BN FEREZAE=-FTBHA
EHEEEUNR=FZTEZE
EBMAZFTEBR M ER L2
BEE(HSHEEE]D - BEMNE
S 2B — HA Kok F1OEE 5 K R B
BRE_BHRZZE—EFEC
T ZE—=ZFFE_F—
AFFERBZT—AFRD IR
FiE0% « 12.5% N 25% B 4% AT 15
B BMNEBE=ZBHOCKNEE
V57K R 3R ER B K oK MEH 5 R B

BEBR-_E—=F=z_F—
TFE ZE-REFE_ZT-N\F

MEZZT-NFREDBEHE
0% ~ 12.5% R 25% B s AT 18 %% -
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(PAB IR -

WS BERAERIN)

(b) Reconciliation between tax expenses and
accounting profit at applicable tax rates:
(Continued)

(i)

(Continued)

Longmen Xilin Wastewater Treatment Company
Limited (“Longmen Xilin”), Huaihua Tianyuan
Wastewater Treatment Company Limited (“Huaihua
Tianyuan”), and Yinglong, being entities engaged in
wastewater treatment, are each entitled to the 3+3 tax
holiday starting from the year in which the project first
generates operating revenue. Huaihua Tianyuan is
subject to income tax at 0% from 2010 to 2012,
12.5% from 2013 to 2015, and 25% from 2016
onwards; Longmen Xilin is subject to income tax at 0%
from 2009 to 2011, 12.5% from 2012 to 2014, and
25% from 2015 onwards; and Yinglong is subject to
income tax at 0% from 2012 to 2014, 12.5% from
2015 to 2017, and 25% from 2018 onwards;

Qingyuan Lvyou Environmental Protection Technology
Company Limited (“Lvyou”) and Heyuan Solid Waste
Centralised Disposal Centre Company Limited (“Heyuan
Solid”), being entities engaged in solid waste treatment,
are entitled to the 3+3 tax holiday starting from the
year in which the project first generates operating
revenue. Lvyou is subject to income tax at 0% from
2014 to 2016, 12.5% from 2017 to 2019, and 25%
from 2020; and Heyuan Solid is subject to income tax
at 0% from 2010 to 2012, 12.5% from 2013 to 2015,
and 25% from 2016 onwards.

(b) IR\ M B
i BA
(#)

(i)

7

5t B 10 18
X R AR

(&)

EFBAMKEFLELBRAA
(MEemImMm]) - BIERRISKE
BREGRA2A(EBERERED R
BEHNRESKER SEHE
BB RELE WS Ert;ﬁms
MEEEH - BEXERZ
TEHEE T F . xfEE
ifﬁ—ﬁi&@f%—,\if@
2B B R0% ~ 12.5% M 25% 44
METEE: MEMAARZZE
NFEZET——F ZFT—ZF
ZE-MFERBZT—HFE
“%Eﬁ%m«u&%&%%@
% W BRERZ-_ZE—Z—F%
T F -—_ET-—RFE_Z

—ti&@ T NFRD AR
FRE0% * 12.5% K 25% &5 # FT 15
i o

BEREARRBIEAER AR (4
B RURMEEBENEPEE
FOBRAB(DTRERE]D#E
EBEYWERE SANREBEEXR
EXW=FERZEAIMNIAE
%%oﬁmﬁ_?fmﬁi_%
— N —tFEFT—N
E&ijfjit D Rl R R
0% ~ 12.5% 2 25% % 4 BT 15 ¢
MABRBEBER —_E—ZTFE2_-_F
——F - ZE—=FFEZF—FH
FERE T NFRD AKX
0% + 12.5% N 25% B M BT 15 7 »
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5 Income Tax in the Consolidated
Statement of Profit or Loss (continueq)

(b) Reconciliation between tax expenses and
accounting profit at applicable tax rates:
(Continued)

(i)

PRC dividend withholding tax

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

(ABTTHIR - R B ERERIN)

REBEBRERRANFAER

oE R BTN

BRI EEBAREE K
Bl FEFRBECEEREFPREAME
FERMBEEBERE T N\F—
A — B8 BRE A & ) 849 10% &Y
TEHFTISH - BRIEET T 19 7 =
ZHER % - REBEANMBF AL
MCE BB LB RABERS -
W—ZEEREARNBEERA
[BEXEE AT FH E25%3 A
ERBEE AZEABEERA
REREFELCENREIZESR
TES%EMMTENT - AR A E
EFETEMBARR MRS
BaEMAZOKBAR(LAA
EREABBKER) EENHE
WHE WErERBERKRETEMNRIE
R KB E A% -
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(AB IR - S BEREKRIN

The details of directors’ remuneration are disclosed as follows: AEBEEWEOFEBEENOT :

Year ended 31 December 2014
BE-Z-—WOF+=-A=+—HLEFE

Contribution

Salaries, to defined
allowances  contribution
Directors’ and benefits retirement Discretionary
fees in kind plans bonuses Total
Fe 2l AEHRRB
EEHE REYEN AKEHEHEHR BB TEAL st
HKD’000 HKD’000 HKD’000 HKD’000 HKD’000
THET THET THET FTERT FHERT
! !/ [ [ | ||
Executive directors HITES
Mr. Tsui Cham To RAEEEE — 2,551 17 13 2,581
Mr. Xu Shubiao REREE - 147 16 11 174
Mr. Xu Juwen BRIEX & = = - = -
Mr. Xu Zitao BRFEEE - 78 9 6 93
Mr. Lu Yili EE VLA - 1,200 17 — 1,217
Sub-total NE - 3,976 59 30 4,065

Independent non-executive 3§ 3 3E# 1T

directors -
Mr. Liu Yung Chau BB E - 100 - - 100
Mr. Lien Jown Jing, Vincent B IF % 4
(note (i) (M 82()) - 213 - - 213
Mr. Du Hequn (note (i) MEBELLE
(BT 85()) - 73 - - 73
Mr. Xu Zhencheng (note (i) &F#& Ak 25 4
E=30)) - 73 - - 73
Mr. Lam Ka Wai, Graham N
(note (ii)) (Pf £ (i) - 185 - - 185
Sub-total NE — 644 — — 644
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(ABTTHIR - R B ERERIN)

6 EEMESw

Year ended 31 December 2013
BHE-ET—=F+-A=+—BILFE

Contribution
Salaries, to defined
allowances contribution
Directors’  and benefits retirement Discretionary
fees in kind plans bonuses Total
e R REMHEIGE
BE=5we REWEN  KETEIHEX BB T8 4T @t
HKD’000 HKD’000 HKD’000 HKD’000 HKD’000
FH&T FAET FH&T FHET FET
! ' ' ' | ||
Executive directors HITES
Mr. Tsui Cham To RAEERE — 770 13 6 789
Mr. Xu Shubiao RER L £ — 174 16 11 201
Mr. Xu Juwen BIEXSE - 27 — 27
Mr. Xu Zitao BFBEEE — 102 8 6 116
Mr. Lu Yili ED VLA — 200 3 — 203
Sub-total /NF — 1,273 40 23 1,336
Independent non-executive ¥ 3 JEH 1T
directors =
Mr. Liu Yung Chau Btk & 27 — — — 27
Mr. Xu Zhen cheng (note (i)  FF#RAK 2 4
(B 2 (i) 27 - - - 27
Mr. Lam Ka Wai, Graham MR B 5
(note (ii) a0 67 - - - 67
Sub-total N 121 — — — 121
Total #Et 121 1,273 40 23 1,457
Notes: M 5 -
0] Mr. Lien Jown Jing, Vincent and Mr. Du Hequn were appointed as i) EREAERMBHEAES IR =2 —MNO
independent non-executive directors on 15 April 2014 and 21 August FNMA+HAR-ZE—WMENA=Z+—H
2014 respectively. BERBIIINITESE-
(ii) Mr. Lam Ka Wai, Graham and Mr. Xu Zhencheng were resigned on (ii) MERBEERFERKXELESINR = —ND

15 April 2014 and 6 June 2014 respectively.

There were no amounts paid during the year ended 31 December

2014 (2013: nil) to the directors as inducement to join or upon

joining the Company or the Group or as compensation for loss of

office.

FHATHARZZ-—WFRANBEE-

RHEZE-ZT-ME+-A=+-A1L%E
R AR S 208 B 1R 3 K
A INA KA R A B 2 B A A
HBBBE(CE—=F:T).
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(REBTTIIR - S B ERERI)

7 Individuals with Highest Emoluments

Of the five individuals with highest emoluments, two (2013: one) is
the director whose emolument is disclosed in note 6. The
aggregate of the emoluments in respect of the other three (2013:
four) individuals are as follows:

REHMAL

hERRFMALTNEFmA(ZT—=

F—RB)MBREARAES EFHRER

7

ftit6. R =8 (=B —=£:mE) At
BB I T

2014 2013

—®-mE  —T-=f

HKD’000 HKD’000

FHT FHT

Salaries and other benefits FrekAEMmBER 1,506 1,737
Contribution to defined contribution plan RE M REHEIH 25 51
Total #at 1,531 1,788

The emoluments of these remaining individuals with the highest
emoluments are within the following bands:

BIERFMALOMESLINATEHER :

2014 2013
—E-NF —E—=
Number of Number of
individuals individuals
HKD BT AH A
Nil - 1,000,000 = % 1,000,000 3 4

8 Profit Attributable to Equity

Shareholders of the Company

The consolidated profit attributable to equity shareholders of the
Company includes a loss of HKD9,055,000 (2013: loss of
HKD1,648,000) which has been dealt with in the financial
statements of the Company.

Details of dividends paid and payable to equity shareholders of the
Company are set out in note 24(d).

ZNYNETR: £

AAREZRREIEEAENE

& iR R B AG 7 A

BERA

B B 7 R 3 R 1 M9 /5 18.9,055,00058 7T (=

T — =4 : [5181,648,000 T) °

ENEENAARAESRRESFBHN

B 5E24(d) °
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9 Earnings Per Share

(@)

(b)

Basic earnings per share

The calculation of basic earnings per share is based on the
profit attributable to equity shareholders of the Company of
HKD424,672,000 (2013: HKD224,422,000) and the weighted
average number of 1,406,411,000 ordinary shares (2013:
1,115,886,000 shares after adjusting for the capitalisation
issue in 2013) in issue during the year, calculated as follows:

(ABTTHIR - R B ERERIN)

9 BRER

@ BREXEF

BREXABANTEREZDREFA
AN &) AR R FE 15 & F11 424,672,000 7T
(ZF— =4 : 224,422,000 7T) A &
= 2171,406,411,000 8 L @A% (=& —
= :1,115,886,000f/ (E — T — =
FEARMBITETHE)) 2 EFEY
HHME FEMBHT

2014 2013

—E-MF —E—=F

’000 000

T’ T’

|

Issued ordinary shares at 1 January R—A—HBEEITEAER 1,382,082 1,000

Effect of issuance of shares (note 24(a)(iii)) & 19 347 B9 52 & (B 5 24(a)i)) 24,329 -

Effect of issuance of shares by share offer BRARMDBEEZRTRMONEZE = 95,886

Effect of capitalisation issue BARALEEITH - 1,019,000
Weighted average number of ordinary shares W+ - A=+— B8 Z @A

at 31 December I 15 8 1,406,411 1,115,886

Diluted earnings per share

During the years ended 31 December 2014 and 2013, there
were no dilutive potential ordinary shares issued.

b) ER#BEREF
REBEE-Z-—NFE=-_ZE—=F1+=
A=+—HIEFE BEZTHEE
EERRK -
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(LAWETTHR - S EFTHEERN)
10 Property, Plant and Equipment 10 1% BERRHE
Buildings Office
and other equipment Construction
infrastructure  Machinery  and others in progress Total
BFERHEAM WARE
ERRE Heg kHA ERIRE @
HKD’000 HKD’000 HKD’000 HKD’000 HKD’000
FET FHET FHET FHET FHET
' S
Cost: A
At 1 January 2013 R-ZZ—=4F
—H—H 160,353 138,141 4,169 42,060 344,723
Additions through acquisition i i Ut B K1 /B A 7

of a subsidiary WITRE 15,504 20,141 5,134 710 41,489
Additions NE - 852 1,091 218,978 220,921
Transfer from construction BEZIREL

in progress 91,178 17,420 113 (108,711) —
Exchange adjustments [ o 3 & 6,364 4,593 147 2,944 14,048
At 31 December 2013 R-E—=

+ZR=+— E 273,399 181,147 10,654 155,981 621,181
Additions through acquisition i 38 Ug ﬁ% [Sﬁ B 1F]
of subsidiaries (note 14(b)) HETARE
(M 5E 14(0)) 373,132 288,119 34,179 128,801 824,231
Additions NE 727 8,938 6,036 300,190 315,891
Transfer from construction BEEREIREL

in progress 155,737 64,193 305 (220,235) —
Disposals k= (100) (258) (984) — (1,342)
Exchange adjustments BE W A% 2,233 1,706 235 621 4,795
At 31 December 2014 AZE—NF

+=-A=+—H 805,128 543,845 50,425 365,358 1,764,756
Accumulated depreciation: ZiIFE
At 1 January 2013 RZE—=%F

—H—H (33,201) (44,161) (1,953) — (79,315)
Additions through acquisition of 1% 38 Y B I & A &

a subsidiary 1% 0 (1,427) (2,677) (2,084) - (6,188)
Charge for the year F Rk (9,705) (10,897) (709) — 21,311)
Exchange adjustments PE i 5 2 (1,183) (1,543) (70) — (2,796)
At 31 December 2013 RZE—=%F

+ ﬁ =+—H (45,516) (59,278) (4,816) — (109,610)
Charge for the year FRMB (27,984) (37,408) (7,069) - (72,461)
Written-off on disposals o & B 6 16 186 470 — 672
Exchange adjustments b H A (139) (180) (48) — (367)
At 31 December 2014 NZE—E

+=-—A=+—H (73,623) (96,680) (11,463) — (181,766)
Carrying amount: IRIEE :
At 31 December 2014 RZT—HF

+=-A=+—8H 731,505 447,165 38,962 365,358 1,582,990
At 31 December 2013 RITB—=%F

+=-A=+—8H 227,883 121,869 5,838 155,981 511,571




10 Property, Plant and Equipment (continued)
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(ABTTHIR - R B ERERIN)

10 M -BEERRE@

Certain property, plant and equipment with carrying value of R-ZZE—NF+_A=+—H EKEEAE
HKD54,915,000 were pledged to secure the Group’s bank loans 54,915,000/ 7T B & T 9 % MEMERED
as at 31 December 2014 (2013: HKD357,000) (note 21). K IEAREB ZRITTEFTHNER(ZZE —

Lease Prepayments

=4 : 357,000 7T) (M 5E21) »

11 ANEERE

Land use rights

+ b fF AR
HKD’000
FET
Cost: R :
At 1 January 2013 R—_ZT—=%—H—H 31,230
Additions through acquisition of a subsidiary ERKEMNBARETARE 16,860
Exchange adjustments BE 3, 58 2 978
At 31 December 2013 R-_E—=%+-_A=+—H 49,068
Additions through acquisition of subsidiaries BRAREWBAREITRE
(note 14(b)(ii)) (Bt 5E14(b)i)) 40,654
Additions NE 58,015
Exchange adjustments ME H o8& (108)
At 31 December 2014 RZE—WOF+=-A=+—H 147,634
Accumulated amortisation: Rty
At 1 January 2013 W-ZZT—=%—A—H (1.127)
Additions through acquisition of a subsidiary 7B UK FE BT /B 2 B4 N (453)
Charge for the year F AR (300)
Exchange adjustments BE 3, 58 2 (39)
At 31 December 2013 RZE—Z=ZF+ZA=+—H (1.913)
Charge for the year F AR (2,958)
Exchange adjustments [ 3 38 2 ©)
At 31 December 2014 R_E—NF+_A=+—H (4,880)
Carrying amount: BREE :
At 31 December 2014 RZZE-—MFE+_A=+—H 142,754
At 31 December 2013 RZE—Z=F+ZA=+—H 47,165

Certain lease prepayments with carrying value of HKD62,369,000 R-E—mME+-—_A=+—8B BEEEAE
were pledged to secure the Group’s bank loans as at 31 December 62, 369 0008 T & ? HEBEMNZEEIK
2014 (2013: HKD14,140,000) (see note 21). WEAREB VRTESHNER( S —=

Amortisation of lease prepayments for land use rights is included in
the administrative expenses and cost of sales.

114,140,000 7T) (R BtsE21) ©

X R B o

THEREBRNEES

IR B H A AT R B
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(AB IR - S BEREKRIN

12 Intangible Assets

12 BILEE

Wastewater Sludge and
treatment solid waste
plants treatment
operation rights operation rights Total
VP Y AE R
BKEER BYEERIE
HKD’000 HKD’000 HKD’000
FAET FHET FHET
' e S
Cost: KA
At 1 January 2013 R-—FT—=F—HF—H 9,990 — 9,990
Additions through acquisition 5 38 W AR B BE 1T
of Heyuan Solid = — 41,538 41,538
Exchange adjustments PE 5 A2 182 104 286
At 31 December 2013 R-ZE—=
+=ZA=+—H 10,172 41,642 51,814
Additions through acquisition BRWEFRETRE
of Lvyou (notes 12(a) and 14(b)(i)) (M 5E12(2) B2 14(0)i)) — 116,265 116,265
Additions through acquisition BRKNERBRETAE
of Yinglong (notes 12(b) (M 5E12(0) B2 14(b)(i))
and 14(b)(i)) 74,328 — 74,328
Additions (note 12(c)) ANE (MFE1200) 63,754 - 63,754
Exchange adjustments fE 5 8 & 833 513 1,346
At 31 December 2014 RZZT—MmF
+=ZA=+—H 149,087 158,420 307,507
Amortisation: BN
At 1 January 2013 W-_ZE—=%—H—H (1,158) — (1,158)
Amortisation s (403) (169) (572)
Exchange adjustments b 5 A (42) ) (45)
At 31 December 2013 R-ZE—=%F
+=—A=+—H (1,603) (172) (1,775)
Amortisation 45 (2,937) (6,268) (9,205)
Exchange adjustments fE X P (7) (79) (86)
At 31 December 2014 BT —MF
+=ZA=+—H (4,547) (6,519) (11,066)
Carrying amount: BREE
At 31 December 2014 BT —mF
—A=+—H 144,540 151,901 296,441
At 31 December 2013 RZZE—Z=F
+=—A=+—8 8,569 41,470 50,039




Notes:

TERREEERLE —T-NFFR
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(Expressed in Hong Kong dollars unless otherwise indicated)

The amount comprised of sludge and solid waste treatment operation
rights under BOO and BOT arrangements of HKD68,029,000 and
HKD48,236,000 respectively. The operation periods under BOT
arrangements are ranged from 7 to 20 years. The operation right
under BOO arrangement will be expired on 18 April 2019. The
directors expected that the license under BOO arrangement could be
renewed upon expiry and to generate net cash inflow to the Group
for a total period of 20 years.

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

On 23 September 2014, the Group entered into a service concession
agreement with a grantor to construct wastewater treatment facilities
in Shunde, the PRC. Under the terms of the agreement, the Group
will operate the facilities for a period of 20 years. The construction of
the facilities started in October 2014 and the Group has recognised
revenue and profit of HKD63,461,000 and HKD12,132,000 on
construction of the facilities for the year ended 31 December 2014.
The revenue recognised in relation to construction represents the fair
value of the construction services provided in constructing the
wastewater treatment facilities.

The Group has the right to charge the grantor a fee for using the
facilities. At the end of the concession period, the facilities will
become the property of the grantor and the Group will have no further
involvement in its operation or maintenance requirements.

The service concession arrangement does not contain a renewal
option.

Income approach was used for measuring the fair value of the
intangible assets acquired. The recoverable amounts of these
intangible assets were estimated based on its cash flow forecast and
using after-tax discount rates ranging from 13% to 18%. The
recoverable amounts of these intangible assets were estimated to be
higher than the carrying amounts, and no impairment is required as
at 31 December 2014.

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

(ABTTHIR - R B ERERIN)

Z 2R ENBOOLBOTZ # T 5 5l &
68,029,000 7T &48 236,000/ 7T Z 75 & &

& BE FBE W) IR B R & M“% HRBOTZ T
2BERAEtE_+F - ®BOOLZH T 2
KERBR_-_Z—NLEWA +J\E|§IJEH

ESTEHBOOLH Tz B NEHEE

%ﬁlﬂﬂﬁzﬁ‘%@FiﬁHﬂ/\_ﬂ—iZfﬁf
FMA e

IR EEZHABER _TE—RAF+A=
+—RBE 8- %%Tﬁﬁﬂ%ﬁiﬂﬁ\ﬂm EAlR-ERE
EHUKRAEREERBMA_+TE IR
EFMA o

RZE—NEALAZ+=B ANEEHEHRE
FAFTL— DR EERGE  LNERAL
R R ERE 25 KEE R o B %K
oA EEBEELR Em?%ﬁﬂ20¢ i
RZZE—NF+AHBER BEHE=Z
fmiwL—H:JrfEutirg'ZK%E
BLEEER R b 0 Bl R RR U & M s 763,461,000
77T 212,132,000/ 7 © Bt TI2 78R 2 A8 #
WEHAERSKEERGEAMIREERRS
ZRF(E-

AEBEEMERABRERE T AKR
ER -REFFROR BEREEXA/ET
AWBE MASESTHE-—S28EE
EERMEE -

RBEE LB EHRBETBRE -

WH AT BRI EMEBELEEZ AT
B-ZESEREAEZIBRSEHIRER
RemEFERNLEHAI18%E18% 2 B Fi iz
AhIR KBTI - RSB EE 2] BIK
SHEENESREREE BER =22 — N
F+-_A=Z+—BYELEERE-

BRNEEBHETABEERAK
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(AB IR - S BEREKRIN

13 Goodwill 13 B8
The Group
rE
HKD’000
FHET
Cost and carrying amount AR K BR T E
At 1 January 2014 R-ZE—-—ME—H—H 12,194
Additions through acquisition of subsidiaries BAWBMERRIAE 84,379
(note 14(b)) (BT 5 14(0))
Exchange adjustment B 5, 58 B 482
At 31 December 2014 RZF-—M&EF+ZA=+—"H 97,055
Goodwill acquired through acquisition of subsidiaries is allocated to BRAWEBWNBANESZBEENAEEZ
the Group’s cash-generating unit (“CGU”) identified as follows: EHREeELEN([REeELEN])ET
DEAT
2014 2013
—E-mEF —EB-=F
HKD’000 HKD’000
FHxT FET
1
Wastewater treatment services V5 7K B T2 AR 75
— Yinglong (note (i) — & (M) 21,593 -
Sludge and solid waste treatment services )5 R K B 8 B W) R 32 R 75
— Lvyou (note (i) — 4% B (P 52 (i) 63,310 -
— Heyuan Solid (note (iii)) — AR & EE (B R (i) 12,152 12,194

97,055 12,194
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13 Goodwiill (Continued)

The Group determined the value-in-use by preparing cash flow
projection of the CGU derived from the most recent financial
forecast approved by the management covering:

(i)

a twenty-year period with an estimated increase in selling
prices and costs of 3% per annum. The rate used to discount
the forecast cash flows was 15%.

an eleven-year period and extrapolated to cover a period of
another nine-year with an estimated increase in selling prices
and costs of 3% per annum and no growth in sales volume,
respectively. The rate used to discount the forecast cash
flows was 14%.

a four-year period and extrapolated to cover a period of
another sixteen years with an estimated increase in selling
prices and costs of 3% per annum and no growth in sales
volume, respectively. The rate used to discount the forecast
cash flows was 15%.

14 Investments in Subsidiaries

(ABTTHIR - R B ERERIN)

13 B & @)

AEBEEBRERCELEUNRAETRE
BRAEEEREE ReELEMNRS
mMEBRNREEEEMENSKIITME KA
Al HAPRRE

(iii)

—lA=+FH EEAKAEFEF
#m3% 2 th RIER - AR ITIRTERIIR
ERMEMNLEE15% °

—EA+—FHELRERZIN—EILEFD
HONE EHETERNBAT &
B MK AREF S F L% 2 T
E ARFABARSRENLES
14% °

—EEFRERE S+ NFD
HONE EHETHERNBAT &
B MK AR5 F K E3% 2 R
E ARFABARSRENL XS
15% °

14 RBARNKRE

The Company
¥ NN
2014 2013
—E-NEF —ET—=
HKD’000 HKD’000
FHxT T T
Unlisted shares, at cost R EMRR - RERA 197,627 197,627
Amount due from subsidiaries JiE UK FfY JB & B3R IB 772,437 -
970,064 197,627
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(AB IR - S BEREKRIN

14 Investments in Subsidiaries (continued)

14 RHFBATNERE @

(@) List of subsidiaries

The following list contains only the particulars of subsidiaries
which principally affected the results, assets or liabilities of

(a MBARR

TREBE T ES

==

&
s
H
vid
iz
He
i
b

EXBENNE QRS-

the Group.
Proportion of ownership
interest
BEHEERLLHG

Place of Particulars of Group’s

incorporation issued and effective ~ Held bya Principal
Name of company and business paid up capital interest  subsidiary activities

A R 2RTR FAK5ED i Bl 8
R S BREAHE BBREZ QTIRF FEEH

Guangzhou Kaizhou Guangzhou, the PRC HKD20,000,000 100% 100%  Supply of industrial
Water Supply Company water
Limited (i)(ii)

B SLIM B oK - M 20,000,0005% 7T 100% 100% fRHEIEMAK
B BB (i)

Guangzhou Xintao (i)(ii) Guangzhou, the PRC HKD203,000,000 100% 100% Provision of wastewater
processing and
heating service

J& M3 ()i FE M 203,000,000/ T 100% 100% R#H5KER R
2R 7%

Guangzhou Haitao (j) Guangzhou, the PRC RMB80,000,000 99% 99%  Design, construction,
operation and
maintenance of
wastewater treatment
plant

BN E() R M AR 99% 99% it MEEER

80,000,0007C #HEHKEER

Heyuan Solid (i) Heyuan, the PRC RMB5,000,000 100% 100% Provision of sludge and
solid waste treatment
service

A B E () L IR AR 100% 100% #Rft)5 R Kk &5

5,000,000 7C BE YRR 12 AR 15

Yinglong (i) (note 14(b)(i)) Guangzhou, the PRC RMB80,000,000 95% 95%  Provision of waste water
processing

B2 () (PR 52 14(0)()) R N AR 95% 95% fRELSKEE

80,000,0007T

Lvyou (i) (note 14(b)(ii)) Qingyuan, the PRC RMB10,000,000 100% 100% Provision of sludge and
solid waste treatment

4% g () (P 5% 14(0)(i) FE B R AR 100% 100% 45 R E R

10,000,0007C REW IR IR

Notes: M3 -

0] These are private limited liability companies in the PRC. The
official names of these entities are in Chinese. The English
translation of the names is for reference only.

(ii) These are wholly foreign owned enterprises in the PRC. The
official names of these entities are in Chinese. The English
translation of the names is for reference only.

) ZERARURTFENERAEER
Al ZERANBEAEBREBPRX &
X EMRER

(i) BATNAFEMNEBEACY %3
ERZERAGHAT AR X2
FiEREE -
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14 Investments in Subsidiaries (continued)

(b) Acquisition of subsidiaries

(i)

Yinglong

The principal activities of Yinglong are provision of
wastewater treatment services in the PRC. As at 31
December 2013, the Group held 46% equity interests
in Yinglong and Yinglong was accounted for as an
associate of the Group. During the year ended 31
December 2014, the Group further acquired 49%
equity interests in Yinglong for a consideration of
HKD246,921,000 (equivalent to RMB196,000,000).
Upon completion of the acquisition, the Group owned
95% equity interests in Yinglong and it became a
subsidiary of the Company.

The following summaries the nature of consideration
transferred, and the recognised amounts of assets

(ABTTHIR - R B ERERIN)

14 ARMB AT NKRE @
(b) WEEKEB AT

iy ZBABE

BREZFEEH AN P EIEMR
EKEERBE R _T—=F1
ZA=Z+T—H XrEEEBARE
A46% 2 ATz - B I AARE
ErzHENR - REZ_F— Y
FE+_AZ+T—RHLFE K&
B — S U B E49% 2 JF AN
= X B A246,921,0007% 7T (48
B A R #196,000,0007T) ° A
WHEERE AEEHEBEARRE
95% 2 IR AN HE 25 B E Ak B AR R
Z—HWBAR-

AT mERnREZEE
AR A s B8 B R P U B B e P

acquired and liabilities assumed at the acquisition date: AEEEZODEARS R
Recognised
Carrying Fair value values on
amount adjustments acquisition
Ui B8 By
REE 2QAFEHRAER ERRAEE
Note HKD’000 HKD’000 HKD’000
B 5E FAET FAET FAET
' B
Property, plant and equipment  #1% « = MR & 10 399,817 — 399,817
Intangible assets EmRAE 12 — 74,328 74,328
Trade and other receivables B 5 N H b e U 318 301,856 — 301,856
Cash and cash equivalents BeERBLEEY 25,993 — 25,993
Inventories FE 452 — 452
Trade and other payables B 5 R EAERFKIA (78,851) — (78,851)
Bank loan RITER (246,900) — (246,900)
Deferred tax liabilities RLERIBAE 22(b) - (16,569) (16,569)
Net identifiable assets AR EEFE 402,367 57,759 460,126
49% share of net identifiable 915 49% 2 °] 3 7
assets EEFE 225,462
Total consideration R (E 246,921
Goodwill EES 13 21,459
Analysis of cash flow: REREDN:
Total consideration BB 246,921
Less: cash acquired Ao FTEE IR & (25,993)
Net cash outflow for WEAE 2R
acquisition of Yinglong TR R 220,928
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(PAB IR -

WS BERAERIN)

14 Investments in Subsidiaries (continued)

(b) Acquisition of subsidiaries (continued)

)

Lvyou

The principal activities of Lvyou are provision of sludge
and solid waste treatment services. During the year
ended 31 December 2014, the Group acquired 100%
equity interests in Lvyou from Mr. Gu Yao Kun for a
consideration of HKD157,475,000 (equivalent to
RMB125,000,000). Mr Gu Yao Kun subsequently
became a shareholder of the Company through share
issuance in August 2014 (note 24(a)(iii)).

The following summaries the nature of consideration
transferred, and the recognised amounts of assets

()

14 ARMB AT NKRE @
(b) W& R B2 R @)

#E i

HAZIEEBRARMHSER
BREEVEERS - REBEE =
T—mME+—A=+—RHLF
EroASE B TR EEWKE
HFAEZI00%K AR REAR
157,475,000 7. (HHE R AR
125,000,0007T ) © & 12 ¥ % A [
BRZE—MFENABRENT
B 13 B A AN A R g R (M 5 24(a)
(iii))

UTHAmEsEnKEZEE
AR Y fE B ERPT W B e P

acquired and liabilities assumed at the acquisition date: EIEAEZEOHMRSE
Recognised
Carrying Fair value values on
amount adjustments acquisition
WEEE
REE QL ERAR BRAEE
Note HKD’000 HKD’000 HKD’000
B &% FAET FAET FAET
' B
Property, plant and equipment  #1% « = MR E 10 424,363 — 424,363
Lease prepayments EREERE 11 18,853 21,801 40,654
Intangible assets mEEE 12 48,236 68,029 116,265
Cash and cash equivalents B MBS EEY 11,710 — 11,710
Inventories FE 8,608 — 8,608
Trade and other receivables B 5 Rk E A EWKIA 33,160 - 33,160
Trade and other payables B 5 Rk E A ERFRIA (385,487) — (385,487)
Bank loans RITE K (136,265) — (136,265)
Deferred tax liabilities RERIBAEE 22(b) — (18,453) (18,453)
Net identifiable assets AR B EFE 23,178 71,377 94,555
Total consideration BRE 157,475
Goodwill = 13 62,920
Analysis of cash flow: REeERENN:
Total consideration wR(E 157,475
Less: cash acquired BT iE IR & (11,710
Net cash outflow for WHEZH RS
acquisition of Lvyou R R 145,765
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(b) Acquisition of subsidiaries (continued)

Pursuant to a supplemental agreement, Mr. Gu Yao
Kun has provided the following profit guarantee that
the net profit after taxation of Lvyou attributable to the
Group for each of the financial years ending 31
December 2014, 2015 and 2016 (the “Guaranteed
Period”) are not less than HKD80,000,000,
HKD100,000,000 and HKD120,000,000, respectively.
If Lvyou fails to meet the aforesaid profit guarantee in
any of the three years, Mr. Gu Yao Kun will, within the
first six months of the year immediately after the year in
respect of which a shortfall occurs, pay to Lvyou a
compensation in cash equal to 10 times of the shortfall;
and if, during the Guaranteed Period, Lvyou invests in
any new project and the annual net profit after tax from
the new project commencing from the operation of the
new project is less than 20% of the investment
amount, Mr. Gu Yao Kun will pay Lvyou a
compensation in cash equal to 10 times of the shortfall.

The total compensation of the aforesaid guarantees
payable by Mr. Gu Yao Kun will not exceed
HK$126,760,000 (equivalent to RMB100,000,000)
during the Guarantee Period. For the year ended 31
December 2014, Lvyou has met the above condition.

100% equity interests in Lvyou were pledged to secure
a Group’s bank loan as at 31 December 2014 (see
note 21).

(ABTTHIR - R B ERERIN)

(b) WEEH B QT @

BEFZHE SRBRELAR
REUATRAINREZ B2
—MmE - _E-RAFR-_F—
NE+T-A=+—ALLHRE
ESF((REHM  A£HE
16 4% B BR B 12 48 R 9 B R
80,000,000 7T * 100,000,000 7%
7T} 120,000,000 7T ° 204k B &
BERZ - EFEMMR—FEK L
A FMR - Rl B A SR
EHEHBE=ZEFEENFEE N
BARNMGHZNHESEREE
105 IR S E - WA BNRE
HMEENEMHMERE  mMaEH
BERKREER REFEEH
B EFEAFOREESEN
20% - Rl Bk AR AR
NRAENEZEIOENIREEE-

RRFHBE RS EEREN
mEEEstEBETgBA
126,760,000 7T (HHE R AR
100,000,0007T) ° B E = F — I
F+-A=+-—HULEE %/
BE A bt g o

R-ZT—mWME+-_A=+—81t
FE A B 100%H 25 A
BAEBEITERIEER(LH
21) o
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14 Investments in Subsidiaries (continued)

(b) Acquisition of subsidiaries (Continued)

(i)

Lvjie

14 RHFBATNERE @

(b) WEEHB QT @

(i)

The principal activities of Lvjie are provision of
consulting services on wastewater treatment. In
November 2014, the Group acquired 100% equity
interests in Lvjie for a consideration of HKD4,437,000
(equivalent to RMB3,500,000) from Mr. Gu Yao Kun (note

27(c)) and other two independent parties.

The following summaries the nature of consideration
transferred, and the recognised amounts of assets

FR2EFEXBARMEITKE
BHRARE R —NF+
— R AREE B REEEN
FE27(0) R E MR Z B 5 KRB
B2 2100% ANk m - RE A
4,437,000 L (A E R AR
3,500,0007T) °

ATHdmEREnREZEE
VA B 2 Y B B A P RIS B B M P

acquired and liabilities assumed at the acquisition date: EEBEBEIZOERASE
Note HKD’000
B 5 FAET
1
Property, plant and equipment L ESN Y 10 51
Cash and cash equivalents RekREEED 1,460
Trade and other receivables H 5 kH A ERFE 3,027
Trade and other payables B RHMEMNE (101)
Net identifiable assets AR EEFE 4,437
Total consideration BB 4,437
Analysis of cash flow: BeREN:
Total consideration BRAE 4,437
Less: cash acquired T EEIR & (1,460)
Net cash outflow for acquisition of Lvjie W B 2R e R b F5 2,977
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(ABTTHIR - R B ERERIN)

15 Interests in a Joint Venture 15 REEE KR
The principal activities of Guangzhou Haigin Tiancheng Technical BMNEWRBAEMEBREER AR (E
Testing Services Co.,Ltd (“Haigin Tiancheng”) are provision of WARBZFEEBAIRHE T AYAE
pollutants measurement services. In October 2014, the Group RE - R—_ZE—NWFE+ A KREBRUKE
acquired 50% equity interests in Haigin Tiancheng for a 1,893,000 7T (8 & ® A R % 1,500,000
consideration of HKD1,893,000 (equivalent to RMB1,500,000) from TC) B BB 7 U B 00 K 3 50% A% RE (B 5
a related party (note 27(c)). 27(c)) °
The Group
rE
2014
—E-OF
HKD’000
FER
1 S
Share of net assets DIEEEFE 1,893
Goodwill kS 594
2,487
Details of the Group’s interest in the joint venture, which is TEBREEGENEZNESMBHRE
accounted for using the equity method in the consolidated financial LABEZSEANRR - SFBWT

statements, are as follows:

Proportion of ownership
interest
BEREZLA
Place of Particulars of Group’s
Form of business incorporation and issued and effective Held by a
Name structure operation paid up capital interest  subsidiary Principal activity
BETR
EBER R K EZEXx AKEN ANELH
RELELR ER EEWE #E  EBRER BE TEER
| |
Haigin Tiancheng (i) Limited liability company  Guangzhou, the RMB 3,000,000 50% 50% Pollutants
PRC measurement
UK () BBRAELF R EIN AR 3,000,0007T 50% 50% HEMAE
Note: B 5 -
()  This is a private limited liabilty company in the PRC. The official ) ZRARABUNRFENBEREMAF ZH
names of the entity is in Chinese. The English translation of the name BEFEBAPX HNELREMBE-

is for reference only.



106

CT ENVIRONMENTAL GROUP LIMITED  Annual Report 2014

Notes to the Financial Statements

B B R MY

(Expressed in Hong Kong dollars unless otherwise indicated)

(AB IR - S BEREKRIN

2014 2013
—E-NF —F—=

HKD’000 HKD’000

FERT FET

]
Gross amounts due from customers BWEFAAIIE

for contract work RIBHE

— Non-current — JERNHA 239,494 246,350

— Current — BNHR 22,001 22,076

261,495 268,426

Certain subsidiaries of the Group entered into service concession
arrangements with the grantors. Pursuant to the service concession
arrangements, the Group has to design, construct and operate
wastewater treatment plants in the PRC for a period of 25 to 30
years. The Group has the obligation to maintain the wastewater
treatment plants in good condition. The grantors guarantee that the
Group will receive minimum annual payments in connection with
the arrangements. Upon expiry of the concession periods, the
wastewater treatment plants and the related facilities will be
transferred to the local government authorities.

The service concession arrangements do not contain renewal
options. The standard rights of the grantors to terminate the
agreements include failure of the Group to construct or operate the
wastewater treatment plants and in the event of a material breach
of the terms of the agreements. The standard rights of the Group to
terminate the agreements include failure of the grantors to make
payment under the agreements and in the event of a material
breach of the terms of the agreements.

Revenue relates to the construction services provided in
constructing the wastewater treatment plants is recognised as “Gross
amounts due from customers for contract work” in the financial
statements.

“Gross amounts due from customers for contract work” represent
revenue from construction under BOT arrangements and bear
interest at rate range from 5.94% — 6.8% per annum for the year
ended 31 December 2014 (2013: 5.94% - 6.8%). The amounts are
not yet due for payment and will be settled by revenue to be
generated during the operating periods of the BOT arrangements.

AEBNETHBERARCEZE T AFTILR
BRFRELHE REREBFAELHE £
SEBANTER EE KEISKEER
i A6 E30F - REEBRBEMITITK
BRERBENRIENE - HETFAREBELAEE
BRZELRHRMFEFEER - NIFFTH#E
HEwmig sk EEREBBEREHERET
77 BT A

MEFHHARLHETATESR - BT AATITEE
BRENRIEBREOBRLEE  ARERER
ERRETKEER  ARBEEFTEER
EBR - -AKBEAITEEERENZ I HENT
MBRE: BT ARERBHRE A HIE A
RipHEGREERNER -

AEgEskeEREmEfEZERBAE
MRS ENERRTERRELEP
BHTRRARE] -

HE-Z-NWE+-_A=1+—RHIEE [
WEFAHNITIRFBAERE 5 REABOTL B
BTRERFEE RS WIRFHE504%=
6.8%(— T —=F :594%%E6.8%) it B A
B IEB RN W RBOTR HE &
A G EENRSEIT -
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(ABTTHIR - R B ERERIN)

17 Inventories 17 &

2014 2013

—F-mEF —F—=
HKD’000 HKD’000
THET FAET
Raw materials R R 3,331 1,320
Work in progress ER 5 816 —
Finished goods 25K 250 —
Low value consumable EEBEHERER 4,992 -
Total 1aEr 9,389 1,320

Inventories mainly comprise materials consumed during the sludge
and solid waste treatment process.

The analysis of the amount of inventories recognised as an expense
and included in profit or loss is as follows:

GEIERERSRERERENREBE
R AR -

BRRRAXWFABRZZEFEREI NN
T

2014 2013
—E-pmEF —F-=

HKD’000 HKD’000

TERT TAT

Carrying amount of inventories consumed EEREFERAEE

81,524 38,343
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18 Trade and Other Receivables 18 ESZ R HMEWRIE
The Group KE
2014 2013
—E-mF —ET-=fF
HKD’000 HKD’000
FExT FAET
Current B A
Trade receivables E 5 EWREE 309,656 140,081
Prepayments and other receivables TE A R K B At e WK IA 143,923 75,786
Amounts due from related parties (note 27(d)()) & U B B J7 7% 18 (Bt 53X 27(d)()) 175,101 64,827
628,680 280,694
Non-current Ik B H#A
Prepayments for purchase of lease BEHEEMNR K
prepayments and equipment BN E S 315,544 83,783
Amount due from a related party (note 27(d)()) & Uk A B 5 2 E (B sk 27(d)() 126,760 -
442,304 83,783

Total 5 1,070,984 364,477
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(ABTTHIR - R B ERERIN)

18 Trade and Other Receivables continvesy 18 B 5 R H L FEUN ZX1H (a)

The Company b/ NN
2014 2013
—E-mF —T—=F
HKD’000 HKD’000
FHER FHET
Current B A
Other receivables H b fE U 3R 1B 1,036 579
Amounts due from a related party (note 27(d)() & U B Bk 77 2038 (B EE27(d)() 50,000 -
Amounts due from subsidiaries JE U BT /& & Rl 5k IR - 440,661
Total wt 51,036 441,240
All of the prepayments and other receivables (including amounts Fir 8 T8 15 5138 T E b i W 3078 (82 35 FE U [
due from related parties and subsidiaries), apart from those 77 R B A RRIE) BHER —FAKE
classified as non-current portion, are expected to be recovered or HERBHAZ  ETBESERIER A
recognised as expense within one year. 7 e
(@)  As of the end of the reporting period, the ageing analysis of @ HBHEREHR BHERKFERNZ
trade receivables, based on the date of revenue recognition, HRBEBMERRS AT
is as follows:
2014 2013
—E-mEF —F=
HKD’000 HKD’000
FET FHET
' ]
Within 1 month —@A A 113,385 48,348
1 to 3 months —==Z{@A 106,830 48,489
Over 3 months but within 1 year ZR=RAE—FRK 89,397 43,244
Over 1 year —F P F 44 _
309,656 140,081
Trade debtors are usually due within 30 days from the date BoRKFIEBEARZERABERT=
of billing. The Group does not hold any collateral over these TEREH - REEWERZS S

balances. HHEMERR -
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18 Trade and Other Receivables (continued)

The Company (Continued)

(b)

Impairment of trade receivables

Impairment losses in respect of trade receivables are
recorded using allowance account unless the Group is
satisfied that the recovery of the amount is remote, in which
case the impairment loss is written off against trade
receivables directly. During the year ended 31 December
2014, the Group did not record any impairment losses in
respect of trade receivables (2013: nil).

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

18

EZREMEWRRIE @

KA T (&)

(

b)

EZREWRERE
SHEWHBOREBES ARG
BB-BRIEAEEEEREEBRIED
BeEme RaxBR T REBEBE
EHZSHRNFEHYE -BHE T —
mE+-—A=+—BI-FE RNEET
EE S ERFES S AR EERE
(CE—=F:8)-

\

A\
MR

THEMER K EBRERENE HEK
RIEREITWT

2014 2013

—E-OF T4

HKD’000 HKD’000

FE R FET
']
Neither past due nor impaired BE AR 480 2R U5 RORL (B 113,385 48,348
Less than 3 months past due BEI =@ A LA 106,830 48,489
Over 3 months but within 1 year pastdue ®BEIZ A= A1EB—F R 89,397 43,244
Over 1 year —FEPLF 44 _
309,656 140,081

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

BHEZRYGKAETEREKE T
FRARBEARENRIE - RIBBERZ
B ANREEHRBEEINHALE—
FARE EEERRBENZTE
R B



19 Cash and Cash Equivalents

(@) Cash and cash equivalents comprise:

TEEREMARAT —F-MEER
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(ABTTHIR - R B ERERIN)

19 RERBEEEY
(@ REeRASZEYERE:

The Group N £
2014 2013
—E-OF —E-=F
HKD’000 HKD’000
FTHxT FET
Cash on hand FERS 2,613 1,168
Cash at bank RITR 2 145,180 393,555
147,793 394,723

At 31 December 2014, cash and cash equivalents placed
with banks in the mainland China amounted to
HKD85,859,000 (2013: HKD269,124,000). Remittance of
funds out of mainland China is subject to the relevant rules
and regulations of foreign exchange control promulgated by

the PRC government.

The Company

RZE—WF+—A=+—H T
RAEBEAMBRTHNRSERREEEY
$ %8 /85,859,000 L (=T — =4
269,124,000/ 7T) © 1§ & & & 1 B 55
HNZE 38 ST P B IR T 48 0 /0 4B B MY SN IE
ERORESE -

VNN
2014 2013
—E-mEF —T-=F
HKD’000 HKD’000
FTHET FET

Cash at bank

RITRE

7,320 47,372
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(AB IR - S BEREKRIN

19 Cash and Cash Equivalents (continueq)

(b) Reconciliation of profit before taxation to

19 RERFLZEEY w
(b) BBt AT 53 %) B 45

j==

EEEME

cash generated from operations: HESHYER:
2014 2013
—E-ImE —E—=F
Note HKD’000 HKD’000
g FHET FET
Profit before taxation & B2 B i A 471,848 273,907
Adjustments for: KRBT SIE
Depreciation E 10 72,461 21,311
Amortisation of lease prepayments T8 & R0 5 1 2,958 300
Amortisation of intangible assets mEESH 12 9,205 572
Finance costs B & KA 4(a) 53,975 32,198
Foreign exchange loss/(gain) SNEE JE5 18, (%) 4,772 (15,396)
Interest income FEWBA 3 (353) (161)
Share of profit of an associate AE— REE R T8 = ) (3,681) (22,564)
Share of profit of a joint venture DME—REEEEN R (582) -
Gain on remeasurement of previously RIKEERZEAFE
held equity interests in an associate B EZRIRE
at fair value upon acquisition B — K B2 QA
B& e B A 2 e 3 (22,871) -
Changes in working capital: ZBEEREE)
Decrease/(increase) in inventories FERL,/(GEmM) 990 (220)
Decrease/(increase) in trade and 25 & H AR IE
other receivables (3 ) 14,482 (101,371)
Decrease/(increase) in gross EREFEHNIE
amount due from customers RIBHERE
for contract work S (48 ) 6,931 (2,896)
Increase/(decrease) in trade and H 5 NEMEN
other payables FRIEE N, CR L) 18,097 (25,308)
Cash generated from operations KeEEBREHR: 628,232 160,372
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20 Trade and Other Payables

(ABTTHIR - R B ERERIN)

20 EZ RHEHMENKE

The Group pig-
2014 2013
—E-mF —R=F
HKD’000 HKD’000
FHET FHET
Trade payables (note (ii)) B 5 P&~ 38 (I 3 (i) 59,844 25,536
Other payables and accruals Hih B REER 129,517 112,149
Amounts due to related parties (note 27(d)(ii) JE 1~ BE B 75 Z I8 (BT 5 27(d)(i) 91,973 —
281,334 137,685

The Company KRTF
2014 2013
—F-HmF —T=F
HKD’000 HKD’000
FHET FiET
Other payables H b B A< 3R B 638 105

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

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

FBEEZRENRIE  EMEZEMNR
BREAEBREHEN T —EARNE
B BEREE -

HEBRLENEREHN FI0HE0H

days to 90 days. DER

As of the end of the reporting period, the ageing analysis of trade HEREHR BEHENFIBREEZAHDY

payables, based on the invoice date, is as follows: BREC O TIAT :
2014 2013

—E-mF —z—=

HKD’000 HKD’000
FERT FHET
' ]
Within 1 month —@A A 32,828 12,187
1 to 3 months —z2={@A 20,642 11,361
Over 3 months but within 1 year ZR=ZFAE—FK 5,969 1,757
Over 1 year —FE P E 405 231
59,844 25,536
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21 Bank Loans

As at 31 December 2014, the bank loans were repayable as

21 SRITER

R-F-—WF+_A=1+—

H - EEERT

follows: BRmE
The Group N E
2014 2013
—E-OF —E—=%F
HKD’000 HKD’000
FERT FAET
Within 1 year or on demand —F A IZEK 378,289 51,665
After 1 year but within 2 years —FREMRENRN 217,683 62,730
After 2 years but within 5 years MEBBRFA 445,574 187,808
After 5 years hFE 278,196 249,995
Sub-total NE 941,453 500,533
Total 4a =t 1,319,742 552,198
The Company b NN
2014 2013
—E-mF —R=F
HKD’000 HKD’000
THT FHET
Unsecured short-term bank loan ERARREITER 38,750 -
Notes: B 3T

(i) Bank loans of the Group as at 31 December 2014 and 2013 were
floating-rate loans which carried interest rates ranged from 3.01% to
7.38% (2013: 6.55% to 7.38%).

Bank loan of the Company as at 31 December 2014 (2013: nil) was
floating-rate loan which carried interest rate of 3.26%.

0] RZE—WOER_FE—=F+A=+—
H AKEZRTEXBFEER BN
F301%ET738%( = T — = & :655% =
7.38%) Z FIFEHE -

RZE—NMF+_A=+—H A2a2
BITER(CE—=F B)AFEENR &
3.26% T & °



TERREEERLE —T-NFFR

Notes to the Financial Statements

B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

(ABTTHIR - R B ERERIN)

4= 435 &
21 Bank Loans (continued) 21 BITER @
The Company (Continued) b N/NCTNE )
Notes: (Continued) P EE : (58D
(i) An analysis of secured and unsecured bank loans is as follows: (i) AEAREBEFRTERSNOAT :
2014 2018
—E-NFE —E—=F
HKD’000 HKD’000
FERT FAT
! ! ' |
Secured FHEM 1,280,992 411,790
Unsecured i 38,750 140,408
1,319,742 552,198
Secured bank loans as at 31 December 2014 were secured by RZE—ME+_A=+—8 AR
certain of the Group’s charge rights of water supply and wastewater TERDDURERE FTHKETKEEREK
processing, lease prepayments (note 11), property, plant and BiE HEEMRIFEI) DE- -BER
equipment (note 10) and the equity interests of Lvyou (note 14(b)(ii) % (P 5T 10) LA R 4% e (B 35 14(0)(i)) P& #E
(2013: secured by certain of the Group’s charge rights of water EEH(ZE—=F : UAEFEETHAKKR
supply and wastewater processing, lease prepayments (note 11) and EKEBU ERE  HEFEN (M EE11) R
property, plant and equipment (note 10)). R BE R ZEERRTE10)
Bank loans amounted to HKD67,056,000 as at 31 December 2014 R-Z—mWME+-_A=+—H 2854
(2013:HKD8,903,000) were guaranteed by former shareholders of 67,056,000/ 7T (= & — = % : 8,903,000/
Lvyou and Heyuan Solid, respectively. ) ZBITER BB ZATERRE KR
BEHEITHEIR ©
(i) Bank loans amounted to HKD907,191,000 as at 31 December 2014 (31 iy WO—REENSHREBEERTE B=
December 2013: HKD238,863,000) are subject to the fulfillment of T—-WNF+=A=+—HA%907,191,000
covenants as are commonly found in lending arrangements with Br(ZDE2E—=Z=%#+-_/F=+—8:
financial institutions. The drawn down facility would become payable 238,863,000/ L) Z RITERERBITRH -
on demand if the covenant was breached. Pursuant to the terms of MENRZ#H CDIEDNBESBRENRE
the bank loan agreements, certain subsidiaries are not allowed to EBoRBETERREER  ETHB AR
distribute profit and/or to obtain other external financing prior to the EESEFHEMNTEBETREMND R L
lender’s approval. As at 31 December 2014, one of the covenants SERHEMIERE R_E—NFE+ =
relating to current ratio of the Group had been breached (2013: nil). A=+—8 —®HCE—=F 8)BBEX
Accordingly, such bank loan amounted to HKD71,110,000 became EERBE R VHERER - AL - RIT
payable on demand and has been classified as current liabilities. B 71,110,000 Tk A EREREE B

EHESBERPEE -

Pursuant to a letter dated 31 March 2015, the bank agreed to waive BEASHA-_ZE—RAFEF=A=1t—"HZK
such non-compliance, provided that the compliance or non- " RTRENAEHESRSE AKX
compliance of such undertakings or any waiver given in relation to it HZAMMERSEMABECER WM
will not in any way prejudice or affect the bank’s overriding right to TEEEATERTREMRBERRARNE
suspend, withdraw or make demand in respect of the whole or any B2 2O R E fEH P IE - IRER

part of the facilities made available to the Group at any time. SIREES R ZREF -
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22 Income Tax in the Consolidated 22 EMBIRARWITEH

Statement of Financial Position

(@) Current taxation in the consolidated (@) HREMBMRRERPIHEIER

statement of financial position represents: BA:
HKD’000
FHET
At 1 January 2013 R—_ZE—=F—H—H 12,712
Provision for PRC income tax (note 5(a)) o B AT 1S B R B (T 52 5()) 38,933
Provision for PRC dividend withholding tax (note 5(a)) = B i% 8. 78 30 B¢ 18 5 (B 5E5(a)) 4,338
PRC income tax paid ERPEMAEH (33,789)
PRC dividend withholding tax paid BB E A (4,338)
Exchange adjustment IE X 38 & arr
At 31 December 2013 R-_E—=F+-_A=+—H 18,333
Provision for PRC income tax (note 5(a)) FR B P A5 B BB 8 (B 5E5() 38,927
PRC income tax paid ERNPEMAEH (32,461)
Exchange adjustment T 5, 38 2 (33)
At 31 December 2014 R-ZE—WmFE+=-_A=+—H 24,766
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22 Income Tax in the Consolidated 2 MEMBERARNWIAEBH
Statement of Financial Position (continued) ()

(b) Deferred tax assets and liabilities b)) ERRELEHEBEEERA
recognised: & :

The components of deferred tax assets/(liabilities) recognised
in the consolidated statement of financial position and the

KR A B IR R A HE R A0 IR IE TR I8
EE/(AE)EAXSBs RFEFRNEFH N

movements during the year are as follows: T~
PRC
dividend
withholding Revenue Intangible Government  Unused
Deferred tax arising from: tax recognition assets grant  tax loss Total
HERE RBA
FREERELHE: BB hE®R EFEE BN#HEY HEER @t

TERT TETL TAER TET TERT TER

At 1 January 2013 noT—=
—H—H (9,638) (9,929 (2,048) 3,648 270 (17,691)
(Charged)/credited to REBEREFNR),/

profit or loss HA (4,611) (1,076) 51 - (208)  (5,844)
Additions through BERKBINERR

acquisition of ZRE

a subsidiary — — (11,700) — — (11,700)
Exchange adjustment [E XA (870) (603) (63) 114 5 917)
At 31 December 2013 RZZ—=F

+-A=+—8 (14619 (11,602)  (13,760) 3,762 67 (36,152)
At 1 January 2014 R-Z—MWF

—H—8 (14,619) (11,602) (13,760) 3,762 67 (36,152)
(Charged)/credited to PEZER (k)

profit or loss A — 11 (4,613 — (66) (4,668)
Additions through FERWENER A

acquisition of ZAE

subsidiaries (Ff £ 14(0))

(note14(b) - - (35,022 - - (35022
Exchange adjustment BE i, B 49 40 (191) (12) © (115)
At 31 December 2014 RZZ—WF

+=-A=+—H (14,570) (11,551) (53,586) 3,750 — (75,957)
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22 Income Tax in the Consolidated 22 MEMBRRKRNAEHR
Statement of Financial Position (continued) ()
(b) Deferred tax assets and liabilities b)) ERAEZEHEEEREA
recognised: (Continued) & @
The deferred taxation is recognised on the consolidated REEMBEARRREROELEHREN
statement of financial position as follows: T
2014 2013
—2-mE —F—=
HKD’000 HKD’000
FHx FHET
Deferred tax liabilities recognised on RIFEMIEMR R ERR
the consolidated statement of RIETIE & &
financial position (79,707) (39,981)
Deferred tax assets recognised on RERE BTG AR R IER S
the consolidated statement of BEERIBEE
financial position 3,750 3,829
(75,957) (86,152)
(c) Deferred tax assets not recognised c) RERELEREEE

In accordance with the accounting policy set out in note 1(s),
the Group has not recognised deferred tax assets in respect
of cumulative tax losses of certain PRC subsidiaries of
HKD9,125,000 as at 31 December 2014 (2013:
HKD5,488,000), as it is not probable that future taxable
income against which the losses can be utilised will be
available. As at 31 December 2014, tax losses for these PRC
subsidiaries amounting to HKD412,000, HKD1,453,000,
HKD3,623,000 and HKD3,637,000 will expire, if unused, by
the end of 2016, 2017, 2018 and 2019, respectively.

BEMF1I9MB ST BE A5 E
WEFETHFENBRARTAR = — N
F+ - A=+—H%% 49,125,000/
(=% — =4 : 5,488,000/ 7T) Hy &
AHEEERRECHEEE  AA
H&ESTARENBENERHK
AMAIBEMHEIL AR RZFE—WMFE+
ZA=Z+—H ZEHhEMBAES
¥ /412,000 JT - 1,453,000/ JT
3,623,000/ 7T 3,637,000/ JT #) i
EEB(WRBA) G RN =T —R
F - _FE—+F T NEFEER_F
—NFEEE-
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22 Income Tax in the Consolidated
Statement of Financial Position (continued)

(d) Deferred tax liabilities not recognised

At 31 December 2014, deferred tax liabilities in respect of the
dividend withholding tax relating to the undistributed profits
of the Company’s subsidiaries were not recognised as the
Company controls the dividend policy of these subsidiaries.
Based on the assessment made by management as at the
end of each reporting period, it was determined that certain
of the undistributed profits of the Company’s subsidiaries
would not be distributed in the foreseeable future. The
amounts of undistributed profit of the Company’s subsidiaries
are set out below:

(ABTTHIR - R B ERERIN)

20 MEMBIRRROABH
(#0)
d) RERELEHERE

RZZE—WE+_A=+—H "  ¥Exk
REXRAMNEBRARKRDIKEF
FHAMNKREEHNNANELEHREGE -
THERA R BT S Z S E A R 8K
BERHEX - BBEEEENSHREHRE
B E ARFMNBARETAS
EuMEmETERNA BARRETY
ke ARBIMB AR R IR ENE 58
FHwmT -

2014 2013
—E-OF —ET—=
HKD’000 HKD’000
FHET FAET
Distributable profits earned by PRC subsidiaries F BB AT R —ZTZE N\F
on or after 1 January 2008 —A—Bx Rz
a] 9 ik & F 781,584 339,604

23 Deferred Income

Deferred income consists of a deferred government grant. The
grant from local government was conditional and the conditions
would be fulfilled upon the completion of construction of certain
fixed assets of Guangyuan Xizhou Environmental Enterprises
Company Limited. The grant will be recognised as income in profit
or loss on a systematic basis over the useful life of the fixed assets.
The deferred income was not yet amortised as at 31 December
2014.

23 I E WA

WA BRI B B R - 2K B3 7 BT
MR AR  BZEREERETEM
BRREXERAFAETEACEENERS
PRARZERK - AR EEEER &R F
HAREZREEREREZABBA - RZF
—MOE+-A=1+—HB BREKALEH

§H o
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24 Capital, Reserves and Dividends

(@) Share capital

(i)

()

(i)

24 EX - EERRE
(@) B=&

Authorised share capital of the Company () ADEEERAK
Number of
shares HKD
KRG E B BT
’000 000
At 1 January 2013, R—ZE—=F—H—A8"
31 December 2013, —E—=F+-_/F=+—8"
1 January 2014 —E—NFE—HA—HBK
and 31 December 2014 —E—NE+=—A=+—H 4,000,000 400,000
Issued share capital of the Company (i) ARQATEBITEAR
Number of
shares HKD
K% #E B 7T
’000 000

At 1 January 2013 R-—Z—=F—HF—H 1,000 100
Shares issued by share offer FBRMBEEBRITHRG 362,082 36,208
Capitalisation issue BT 1,019,000 101,900
At 31 December 2013 and RZE—=%+-_A=+—HK

1 January 2014 —ZE—mE—HF—H 1,382,082 138,208
Shares issuance (note 24(a) (iii)) % 19 2% 17 (M 7% 24(a)(ii)) 60,000 6,000
At 31 December 2014 RZZE—WOF+=ZA=+—H 1,442,082 144,208

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are
entitled to one vote per share at the meetings of the
Company. All ordinary shares rank equally with regard
to the Company’s residual assets.

Shares issuance

On 7 August 2014, 60,000,000 ordinary shares were
issued to Mr. Gu Yao Kun at a price of HKD5.9 per
share. After deduction of transaction costs, the issued
share capital and share premium of the Company were
increased by HKD6,000,000 and HKD347,414,000
respectively.

TREFAABRERTREEIR
BRE  YRARBBRERAE £
FEEBR—EREE -LAQF
MABREEMS  MEBTEAKRE
BRSMA -

(i) PR 1D EEAT
RZE—WOFENALH EFKR
5.978 JT HY (8 & A o 1B R ok AR B
760,000,000 % & i@ A% o 1Bk 2
SRAE AREEBITRAR
% 1 & {8 % Bl 3 506,000,000 %
7T K. 347,414,00078 7T °
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24 Capital, Reserves and Dividends (continued)

(b) Movements in components of equity

The reconciliation between the opening and closing balances

24

(ABTTHIR - R B ERERIN)

BEX - mERRE@w

(b) EmARIDNEE

REBGEEEESEKBD FNRF

of each component of the Group’s consolidated equity is set R BEHROEESFREAESS
out in the consolidated statement of changes in equity. RoOARANBIBZEZEKTDFYRLE
Details of the changes in the Company’s individual RKZBEEEBHFBHNGOT :
components of equity between the beginning and the end of
the year are set out below:
Share Share Capital Accumulated
capital  premium reserve losses Total
BE BROEE BXRE RAER et
HKD’000 HKD’000  HKD’000 HKD’000  HKD’000
TET THET TAR FAET TET
I
At 1 January 2013 R—_ZE—=F—H—H 100 — 197,537 (7,488) 190,149
Total comprehensive income FAZHARALE
for the year — — — (1,648) (1,648)
Shares issued by share offer BERR DT
ol ) 36,208 461,425 - — 497,633
Capitalisation issue B AR EAT 101,900  (101,900) - - -
At 31 December 2013 and RZE—=%F
1 January 2014 +TZA=+—8Bk
—“Z-F—A—H 138208 359,525 197,537 (9,136) 686,134
Total comprehensive income FARAZERALE
for the year — — — (9,055) (9,055)
Shares issuance (note 24(a)(ii)) B 17 847 (B 3% 24 a)ii) 6,000 347,414 - — 353,414
Dividends approved in respect of BHEBAFERE
the previous year (note 24(d)) (BY £ 24(d)) - (41,461) — - (41,461)
At 31 December 2014 il i
+-A= 144,208 665,478 197,537 (18,191) 989,032
()  Share premium (i) BRH=E
Under the Companies Law of the Cayman Islands, the BERASHSARE  WEERE

funds in the Company’s share premium account are
distributable to the equity shareholders provided that
immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a
position to pay off its debts as they fall due in the
ordinary course of business.

HREREEBRR  ARAEE
MENKRAEEBBEPIHZ
B AIARR ZBROEERZ
B2 Dk TARBESRR -
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(PAB IR -

WS BERAERIN)

(b) Movements in components of equity
(Continued)

According to the current PRC Company Law, the
Group’s entities in the PRC are required to transfer
10% of their profit after taxation to statutory surplus
reserve until the surplus reserve balance reaches 50%
of the registered capital. For the purpose of calculating
the transfer to reserve, the profit after taxation shall be
the amount determined based on the statutory financial
statements prepared in accordance with PRC
accounting standards. The transfer to this reserve has
to be made before distribution of dividend by these
entities.

Statutory surplus reserve can be used to make good
previous years’ losses, if any, and for capitalisation
issue provided that the balance after such issue is not
less than 25% of the registered capital of the respective
entities.

The exchange reserve comprises all relevant exchange
differences arising from the translation of the financial
statements of operations with functional currency other
than HKD. The reserve is dealt with in accordance with
the accounting policy set out in note 1(w).

The capital reserve of the Group represents the
difference between (a) the nominal value of share
capital of a subsidiary acquired; and (b) the nominal
value of the shares issued by the Company in
exchange under the reorganisation of the Group on 31
May 2011.

The capital reserve of the Company represents the excess of
the consolidated net assets represented by the shares
acquired over the nominal value of shares issued by the

Company in exchange under the reorganisation.

(b) EAKDBOHES @)

REBERITHERBE AEEF
Bz A BIZAR R IR E M 2 10%
BREIEAKRFER BEZEH
fERESRIEEEMNE RNN50% °
M EBRERAEZEME
BREaNARRREPEES
BAREZEZEMBRRETE
Eo R BERENZEERDIK
P B2 BT

EEBRBRBREIANBEBESF
EER(INE) RERLET K
BRBTRZERTBERER
BHEREMEARZ25% -

SMERERIEBRENET ZINN
DEEBHENEBUBRRE
ERMMERBINEEZE - ZHB
THAR R M G (W) P 8RO & RT R R
BRI -

2452 8 0 46 2 9 ) T AR B
BARBRANEE : RO)ARAA
W-B-—FEA=+—BRRE
A B R R R T AT MR
BOEEZEHEE -

KR )Y B A 6 1R BT WOR B 0 P A
RAEEFEBBARARREEMAR
RS BETROEENELD -
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24 Capital, Reserves and Dividends (continued)

()

(d)

Distributability of reserves

As at 31 December 2014, the aggregate amounts of reserves
available for distribution to equity shareholders of the
Company, was HKD844,824,000 (2013: HKD547,926,000),
which comprises of share premium, accumulated losses and
capital reserve of the Company.

Dividends

(i) Dividends payable to equity shareholders of the
Company attributable to the year

(ABTTHIR - R B ERERIN)

24 EX - BERRE @

(c)

(d)

o] 72 K i 18

W-_ZE-—WE+_A=+—80" 17
HORFARBAIBEZRROEER
% /844,824,000 T(ZF — = F -
547,926,000 7T) * B IEARA B W AR (7
HE - Rt BiEARERNGFE -

iR =
) FREFFARAABIBRRZEK

g8

1N

2014 2013
—E—-—MF —_F—=

HKD’000 HKD’000

FHx FHET

Final dividend proposed after the end of the 7 R 45 Hi 7k 12 %k 3%

reporting period of HKD0.03 and a special fi% 3% @ A% 0.038 7L 2

dividend of HKD0.025 per ordinary share RERRE B MBI E @B
(2013: final dividend of HKD0.03 per 0.0257% 7T 2 Al % &

ordinary share and special dividend of
HKD Nil)

(ZT—=4F KK E
TR @AIL0.03E TR
BRI B E B T) 84,106 41,461

(ii) Dividends payable to equity shareholders of the
Company attributable to the previous financial year,
approved and paid during the year.

iy MHAFEHERINE—FEHRE
EREMEARGIEEREZRE -

Final dividend in respect of the previous

financial year, approved and paid during
the year, of HKDO.03 per ordinary share
(2013: Nil)

2014 2013
—E-F —F—=
HKD’000 HKD’000
FTHxT FHET
FREBHERBRBE
FERPREER
38 % 0.0378 7T
(ZE—=F 1 ) 41,461 —
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24 Capital, Reserves and Dividends (continued)

24 EX - #FERRE @

(e) Capital management () EXERE
The Group’s primary objectives when managing capital are to REBEEEEANTERZARER
safeguard the Group’s ability to continue as a going concern, SEBEKENREN  UEEEAK
so that it can continue to provide returns for the shareholders FEHERHOFR RESEEELRE
and to maintain an optimal capital structure to reduce the & LURVE & AN A -
cost of capital.
The Group monitors its capital structure on the basis of an AEBERBEARFEBER L XRE
adjusted net debt-to-equity ratios. Adjusted net debt is REBAREE - K ABRFEHENER
calculated as total bank loans less cash and cash ?, ERRRe LR SEEBYTESE -
equivalents.
The adjusted net debt-to-capital ratio at 31 December 2014 RZE—MOFRZZT—=F+=ZA=
and 2013 was as follows: +—BERAE @Lﬁ%ﬁzl-‘ttTZIDT
The Group The Company
KE b NN
2014 2013 2014 2013
—E-mFE ZE—=F ZE-NF —ZFT—=F
HKD’000 HKD’000 HKD’000 HKD’000
FET FAT FTET FAET
/' |
Bank loans (note 21) RITEF(ME21) 1,319,742 552,198 38,750 —
Less: e
Cash and cash equivalents RehBeEEY
(note 19) (H5E19) 147,793 394,723 7,320 47,372
Deposit with a bank with FHRRIRTTIR A
original maturity date SIEA H i iR
over three months =@ AZHFR = 50,876 = -
Adjusted net debt R EBORES 1,171,949 106,599 31,430 (47,372)
Total equity Az 1,894,591 1,128,306 989,032 686,134
Adjusted net debt-to-equity KRR FEBER
ratio b = 0.62 0.09 0.03 (0.07)

As disclosed in note 21 no further external financing could be
obtained by certain subsidiaries prior to the lenders approval.

WP 2T PR R - B ORI E T
MEARMERESE-TINERE -
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Exposure to credit, liquidity, interest rate and foreign currency risks

arises in normal course of the Group’s business. The Group’s

exposure to these risks and the financial risk management policies
and practices used by the Group to manage these risks are
described below.

(@)

Credit risk

The Group’s credit risk is primarily attributable to trade and
other receivables and gross amounts due from customers for
contract work. Management has a credit policy in place and
the exposures to credit risks are monitored on an ongoing
basis.

In respect of trade and other receivables, individual credit
evaluations are performed on all customers requiring credit
over a certain amount.
customer’s history of making payments when due and
current ability to pay, and take into account information
specific to the customer as well as pertaining to the

These evaluations focus on the

economic environment in which the customer operates.
Trade receivables are due within 30 days from the date of
billing. Debtors with balances that are more than 12 months
past due are requested to settle all outstanding balances
before any further credit is granted. Normally, the group
does not obtain collateral from customers.

The Group’s exposure to credit risk is influenced mainly by
the individual characteristics of each customer rather than
the industry or country in which the customers operate and
therefore significant concentrations of credit risk primarily
arise when the Group has significant exposure to individual
customers.

As at 31 December 2014, trade and other receivables and
gross amounts due from customers for contract work of the
Group amounted to HKD1,311,809,000 (2013:
HKD632,903,000), of which HKD173,033,000 (2013:
HKD22,621,000) was due from the largest customer and
HKD338,924,000 (2013: HKD233,153,000) was due from
the five largest customers in aggregate of the Group. The
maximum exposure to credit risk is represented by the
carrying amount of each financial asset in the consolidated
statement of financial position. Since the parties to BOT
arrangements are local government authorities in the PRC,
the Group considers the credit risk is low.

=&

(ABTTHIR - R B ERERIN)

mRBES M ERINERR TN AE

BOAEXEBBRETEL - TXEAANEE

Fff T 59 R B

A L AEBERERZ SRR

KRS ERBRMER -

(a)

FERERE

AEEZEERBREIERERE S RH
it AR IB A B IE P & ) T2
HRE BEERBEERE  LHF
BEREERK -

MBS LEMEKRFEANS  FEB

BERECEFYEESBILEEF
B WEFHEEHYUETFEATEH
BrERTDHERBERENENE N I
EEEFPFMEBERREFFTENE
BRENEN -BHEMREREL
BREEBME0ARNEE - HEEY

ﬁ%tLQMHZE%Aﬁﬁﬁﬁﬁ

RAREEEBRERITEE-FEE —
fem s ALBELE AT P KERE R
2o

AEBFEENEERRIEREA
EPMERNFERTE METLK
ERENTERET  AEEAREE
EHENEPHNERRERE  SEL
BEETHNEERR -

R—ZZFE—WF&EF+_A=+—8 &%
ErE S &HAMERGRIE LR ERE
P& # T2 518 £ % &1,311,809,000
B oo = & — = 4 : 632,903,000%
JT)  H 173,033,000 T(— T —=
i-z&nmﬁ%ﬂ%ﬁWFkﬁﬁ
FTE 0 M338,924,000 T( — T — =
i mm%mm&@ﬁ$%@£ﬁ§
FRERBE -maEERRELREE
%#ﬁ%m%ﬁﬁﬂﬁémﬁﬁﬁo
mmaﬁfwmﬂmﬁﬁ¢ﬂmﬁﬁ
[Ti#HE  MAEERAREERBRRE
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25 Financial Risk Management and Fair
Values of Financial Instruments (continued)

(@)

(b)

Credit risk (Continued)

Except for the financial guarantee given by the Group as set
out in note 27(e), the Group does not provide any other
guarantees which would expose the Group or the Company
to credit risk. The maximum exposure to credit risk in
respect of the financial guarantee at the end of the reporting
period is disclosed in note 27(e).

Further quantities disclosures in respect of the Group’s
exposure to credit risk arising from “Gross amounts due from
customers for contract work” as well as “Trade and other
receivables” are set out in notes 16 and 18, respectively.

Liquidity risk

Individual operating entities within the Group are responsible
for their own cash management, including the short term
investment of cash surpluses and the raising of loans to
cover expected cash demands, subject to approval by the
Company’s board when the borrowings exceed certain
predetermined levels of authority. The Group’s policy is to
regularly monitor its liquidity requirements and its compliance
with lending covenants, to ensure that it maintains sufficient
reserves of cash and adequate committed lines of funding
from major financial institutions to meet its liquidity
requirements in the short and longer term.

B chEREERSBMIA

12 F B

(a)

(b)

(%)

EFEERE @

B B 5E27(0) B 51 2 AN S (B 2 1 ) B 7
RN REEBWERETAGER
EBERARBHEEEEE R MR
R-RBEHRR UBEERNESE
= B\ Ba B BB M EE27(e) ©

FHRASEFEREIEBRKEFALY
TRRELBEIRE S R H M ERK
BIEEMEERBRMNE — P E2(H
B RIEPAK FE16K%18 ¢

REBEEER

AREEBETZBIYIEEEREABT
BERSEREIE BERsRH#HZ
RHRERERERNENESHES
FHR-EWMEEBHE TEEREK
FoRIREARRERTG 2HETT
EE AEEZHRREHEERDY
EoHMBRETEERW BREAE
BB runReo@e WRitx2
BHEERGSEANAEEERE -
NENESHERERSEST K-
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25 Financial Risk Managementand Fair 25 ¢ REREER SR I A

Values of Financial Instruments (continued) 1A 1E @)

(b) Liquidity risk (Continued) (b) REE SRS @
The following tables show the remaining contractual TRIWREAKEEBRARBNIETA S
maturities at the end of the reporting period of the Group’s BEERESREHARNFG S LD
and the Company’s non-derivative financial liabilities, which H EDNBREBEAAARABBRESRE (S
are based on contractual undiscounted cash flows (including FEF A R & EA R a9 BN EA iF\J RKAEBOF
interest payments computed using rates current at the end of ERIE) R AEHEKNND B BENKIE
the reporting period) and the earliest date the Group and the R HEFESHE

Company can be required to pay:
VAN S
The Group

31 December 2014
Contractual undiscounted cash outflow
“E-ME+ZA=+-HERNRBERASRE
More than More than
Within1 1 yearbut 2 yearsbut

year or on less than less than  More than Carrying

demand 2 years 5 years 5 years Total amount
—-FRy BB-F HBWF

RER BORWME BOIREFE HENL st REE

HKD’000 HKD’000 HKD’000 HKD’000 HKD’000 HKD’000
TR TR TER FTER TERT TERT
I e

Bank loans RITER 447,956 269,259 533,564 291,994 1,542,773 1,319,742
Trade and other B 5N EMmEN
payables A 281,334 - - - 281,334 281,334

Total FERY 729,290 269,259 533,564 291,994 1,824,107 1,601,076
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25 Financial Risk Managementand Fair 25 ¢ REREER SR I A

Values of Financial Instruments (continued) B A FE @
(b) Liquidity risk (Continued) (b) REE SRS @
The Group (Continued) REE (&)

31 December 2013
Contractual undiscounted cash outflow
ZE=F+tZ AT HEORUBERS AL

More than ~ More than
Within 1 1yearbut 2 years but
year or on less than lessthan ~ More than Carrying
demand 2 years 5 years 5 years Total amount
—Frsk BB-F BEMEF
RER BORME BIRREF  REMNLE et REHE
HKD’000 HKD’000 HKD’000 HKD’000 HKD’000 HKD’000
FET FET FET FET FET FET
e
Bank loans RITER 86,204 93,497 255,721 283,930 719,352 552,198
Trade and other 25 REMEN
payables WIE 137,685 — — — 137,685 137,685
Total Bt 223,889 93,497 255,721 283,930 857,037 689,883
The Company YNNI
31 December 2014
Contractual undiscounted cash outflow
ZE-AF+ZAZT-HANRBBRRAERE
More than  More than
Within1 1 yearbut 2 years but
year or on less than less than  More than Carrying
demand 2 years 5 years 5 years Total amount
Ry HBB-F HBWEF
RER BEHRWME BLREFE HFUE st BREE
HKD’000 HKD’000 HKD’000 HKD’000 HKD’000 HKD’000
THET TET THERT THERT THERT THERT
e
Bank loan BITER 39,382 - - - 39,382 38,750
Other payables H {th fE 1 38 638 - - - 638 638
Total MEr 40,020 - - - 40,020 39,388
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25 Financial Risk Managementand Fair 25 ¢ REREER SR I A

Values of Financial Instruments (continued) 1A ¥ E @
(b) Liquidity risk (Continued) (b) REBESEERE @
The Company (Continued) 7 NNETEE )

()

31 December 2013
Contractual undiscounted cash outflow
T -ZHFFTZ A=+ -HEHAKRMARS T
More than More than
Within 1 1yearbut 2 years but

year or on less than lessthan ~ More than Carrying
demand 2 years 5 years 5 years Total amount
—Frsk BBRE-F HBBEME
RER BORME BIRREF  REMNLE et REHE

HKD'000 ~ HKD'000 ~ HKD'000 ~ HKD'000 ~ HKD'000  HKD'000
TAT TAT TAT TAT TAT TAT

Other payables Hfth IR 105 - - - 105 105
Interest rate risk (c) F == b

The Group’s interest rate risk arises primarily from variable REBMMNERBREEREZFHF
rates bank loans, which expose the Group to cash flow EHHORTER FAEEEBER
interest rate risk. o M) E B B e

As at 31 December 2014, it is estimated that a general RZZFE—WMF+=_A=+—H &EFH
increase/decrease of 100 basis points in interest rates, with BE fﬂl—I PR ERBEFTENBERT
all other variables held constant, would have decreased/ W FI =2, 8100 B E B KEE
increased the Group’s profit after tax for the year by RERZBRRESNESE DR
approximately HKD11,571,000 (2013: HKD4,427,000), #A0#4911,571,0008 (=& — =
mainly as a result of higher/lower finance costs on bank 4,427,000 70) - EZHRNBITE HKF
loans. The impact on the Group’s profit after tax is estimated BERAEN BRI REBEBKRE
as an annualised impact on interest expense of such a ERANAZ s EGEABT $ =y EJJ
change in interest rates. The analysis is performed on the HEEMETHzZEME-

same basis for 2013. =F oM EREEETT -
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25 Financial Risk Management and Fair
Values of Financial Instruments (continued)

(d) Foreign currency risk

(e)

(f)

Individual companies within the Group have limited foreign
currency risk as most of the transactions are denominated in
the same currency as the functional currency of the
operations in which they relate. However, as the principal
subsidiaries mainly carried out transactions in RMB, therefore
any appreciation or depreciation of HKDagainst RMB  will
affect the Group’s financial position and be reflected in the
exchange reserve.

Fair value

The carrying amounts of the Group’s financial instruments
are not materially different from their fair values as at 31
December 2014 and 2013.

Estimation of fair value

The following summarises the major methods and
assumptions used in estimating the fair values of financial
instruments.

() Gross amounts due from customers for
contract work
Gross amounts due from customers for contract work
are initially recognised at fair value and thereafter stated
at amortised cost using the effective interest method.

(i)  Trade and other receivables

Trade receivables are initially recognised at fair value
and thereafter stated at amortised cost less allowance
for impairment of doubtful debts. Fair value is
calculated based on the present value of future
principal and interest cash flows, discounted at the
market rate of interest at the end of the reporting
period.

Where discounted cash flow techniques are used,
estimated future cash flows are based on
management’s best estimates and the discount rate is
a market related rate for a similar instrument at the end
of the reporting period.

B chEREERSBMIA

12 F B

(%)

(d) SNEEE R

(e)

(f)

2D AR Y DI NETR: PN
SEUNERELZERENINEERE

HRAMEEE  ®KRSEOIERR
BER-Af ARETEMBAREE
MARBETRS Bt BLRA
RENEMAEXIRESEFELS
B B TS AR - O EE R R P AR o

AT
AEBEeRTAENKEEREEAR T
—NER—FTE—ZF+=A E"f’ H

BWAFELEEKRTR -

AT

TR EE 2R T A X FER TR
AMEBETERMBER -

) EREFENIENRE
2
BREFPAENIRERIALBENS
BAFERR HRIRAER
M EE IR B R AT -

iy EZRHEHMEBEWRE
B 5 EWHIEN IR DT ERE
R HEBREHEKARBRREREB
BEIER ATERBERREE
EFERERENBRE KRS
HAK M5 R RBEIRETE -

e AR REREE - Bt K
RBEESRETIAE R EHEME
REE MERXASBEUTA
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25 Financial Risk Management and Fair
Values of Financial Instruments (continued)

(i)

Bank loans

The fair value is estimated as the present value of
future cash flows, discounted at current market interest
rates for similar financial instruments.

Property, plant and equipment

The fair value of property, plant and equipment
recognised as a result of a business combination is
based on market values. The market value of property
is the estimated amount for which a property could be
exchanged on the date of valuation between a willing
buyer and a willing seller in an arm’s length transaction
after proper marketing wherein the parties had each
acted knowledgeably and willingly. The fair value of
items of plant, equipment, fixtures and fittings is based
on the market approach and cost approaches using
quoted market prices for similar items when available
and replacement cost when appropriate.

Financial guarantees

The fair value of financial guarantees issued is
determined by reference to fees charged in an arm’s
length transaction for similar services, when such
information is obtainable, or is otherwise estimated by
reference to interest rate differentials, by comparing the
actual rates charged by lenders when the guarantee is
made available with the estimated rates that lenders
would have charged, had the guarantees not been
available, where reliable estimates of such information
can be made.

(ABTTHIR - R B ERERIN)

5 cEEREEREMIA

A FE =

(i) WITER
ARTFEEFARKRERENR
B EEUSRITANBRITHS
FIEBE -

%

MR- BERRE

AEBEHFMBERNYE W5
REBEBHAFE HATERSE
EoMEMENERERRER
EXREBEETSHER B HE
MBEEREBEOERT  REER
ERFERZPEEMENMGE
TR-BWE - RE BERER
KENRFEDRETHERK
A% RABEUBEB TS RE
(nE) REBEKA (WHER) M E

.
i °

(v) FBEER
EEITHREEZERNAFERZN
REEFURBHAFERSHF A
B ER (WA BUEEBEER)
METE K2EBEMMG A
ERUNE T EERHERNENR
TEBRKIRAFE  BESTED
EREEROBRL THSREG
B FlREER(MZEERT
EH AT SEflED) ©
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26 Commitments

(@)

Capital commitments outstanding at 31 December 2014 not
provided for in the financial statements were as follows:

26

B AR IE

@ RZZE—WNF+—A=+—H ' #HK
=R NI N A B g e = 0= NS
HER UMK

2014 2013

—F-IF ==
HKD’000 HKD’000
FET FAETT

Property, plant and equipment WE BB MERE

— Contracted for 131,750 86,617
— Authorised but not contracted for —BHERKRFTH 709,856 655,029
841,606 741,646

At 31 December 2014, the total future minimum lease
payments under non-cancellable operating leases are

k) RZE-—WF+-A=+—H RE
TR HHEEEHERN 2 R RKEHE

payable as follows: BRREENAT

2014 2013
—E-NEF —ET—=

HKD’000 HKD’000
FHET FAET
'
Within 1 year —F R 3,804 —
After 1 year but within 5 years —FBRERAFA 15,891 —
After 5 years hAF& 42,904 -
62,599 —

Operating leases mainly represent a land use right leasing

arrangement with a leasing period of 16 years.

HEHETRHEBEM/I6FNLH(E
FREEERH-



27 Material Related Party Transactions

The directors are of the view that related parties of the Group

include the following individuals/companies:

Name of related party

BB L&

TERREEERLE —T-NFFR

Notes to the Financial Statements

B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

(ABTTHIR - R B ERERIN)

271 EXRBEBMEXRS

FEERAEAEBENEH A BIELATA
+/RA:

Relationship with the Group
HASENER

Mr. Tsui Cham To
B

Mr. Gu Yao Kun (i)
R 48 5 A (i)

Mr Lu Zhi Ji
EEELEE

Yinglong (iii)
&% (i)

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

Guangzhou Tian Tian Cleaning and Washing
Company Limited (“Tian Tian”) (i)
BMRRBZEHEAR QR (RKD()

Longmen Yagang Copper Company Limited
(“Longmen Copper”) (i)
REFI TR IRE AR A A ([BEFPTEM ) ()

Guangdong Longtao Recyclying Development
Company Limited (“Guangdong Longtao”) (i)
EREERREBERARAR(TERREEDO

Xinfeng Lvzhi Industrial Waste Reclamation Treatment
Company Limited (“Xinfeng Lvzhi”) (i)
MOGRETEBEYRREEERAR(HELED()

Guangzhou Xizhou Dock Company Limited
(“Xizhou Dock”) (i)
BEINFEMISER AR 2 A ([EMESEE D ()

Controlling Shareholder

AR AR R

A minority shareholder of the Company/
Key management personnel

ARRPEBER TEERAE

A minority shareholder of Yinglong

AEDBER

Former associate of the Group
AN E T O /N

Effectively owned by the Controlling Shareholder
HERRRERESR

Effectively owned by the Controlling Shareholder
HERBRERER

Effectively owned by the Controlling Shareholder
HERBRRERESR

Effectively owned by the Controlling Shareholder
HERERRERESR

Mr. Xu Shu Biao is a member of the key management

personnel of this entity

THEEERZERNTIEEEEKEZ —

Effectively owned by the Controlling Shareholder

MIZERRRERES
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27 Material Related Party Transactions
(Continued)

Name of related party

BB EW

271 ERBEH AR Z @

Relationship with the Group
HASENER

Guangyuan Zhongtao Textile Company Limited
(“Guangyuan Zhongtao”) (i)
B Es@daR AR (ETHEDI()

Guangyuan Haitao Textile Company Limited
(“Guangyuan Haitao”) (i)
Braam#EaRaa ([ETeEDI()

Guangzhou Lvyou Industrial Waste Reclamation
Treatment Co., Limited (“Guangzhou Lvyou”) (i)
BMG&HR T EEZEEMBWEEER AR (EMAEHD O

Guangdong Lvyou Environmental Equipment
Co., Limited (“Guangdong Lvyou”) (i)
BRZBRRZEER DA ([ERAZBH]D )

Guangzhou Jintao Resource Recycling
Company Limited (“Guangzhou Jintao”) (i)
BMNTEEBEERMABERRA(TEMEIED ()

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

(i) Mr. Gu Yao Kun subscribed 60,000,000 ordinary shares of
the Company and became a minority shareholder on 7
August 2014.

@iy  The Group acquired further 49% equity shares of Yinglong
during the year ended 31 December 2014, Yinglong was no
longer an associate and became a subsidiary of the
Company upon completion of the acquisition. The following
disclosure of the related party transactions related to
Yinglong is for the period prior to the completion of
acquisition.

Effectively owned by the Controlling Shareholder
HERBRRERES

Effectively owned by the Controlling Shareholder
HERBRRERESR

Effectively owned by Mr. Gu Yao Kun
HEaRBREEBERER

Effectively owned by Mr. Gu Yaokun

AR EEERES

Effectively owned by the Mr. Xu Shubiao

MR EEERES

) HRXRPEEOEZFEHR2E -ZF
RAIMBETAERTR XA -

(i) & #8 3 5E A 3R B X 2 §160,000,000 %
L@ TR T —OFENAELBK
BLEME -

iy RBE_FT-OF+-_A=+—B1
FE AEBRERERII49%E S
ety e RIKEEEAR R BETHARAE
REBERR YRR ARRZ—H
MEAR - ATEABARENBEE T X
SEETWIB TR A A2 E# -
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(ABTTHIR - R B ERERIN)

27 Material Related Party Transactions 27T EXBEE I XS wm

(Continued)

(@)

(b)

Key management personnel compensation (a FEEEEAEMS
Key management personnel compensation comprised: FTEEEBEEAEHSRIE
2014 2013
—E-MF —ET—=%F
HKD’000 HKD’000
THET FAET
]
Salaries and other benefits He M EAER 5,313 1,682
Retirement scheme of defined contribution 5 7GR K ET 2l 83 44
5,396 1,726
Recurring transactions b) BREMERS
Particulars of significant transactions between the Group and HEZ_T—WNF+_A=+—HLF
the above related parties during the year ended 31 December Er-AEESAFRERTMETHNE
2014 are as follows: AZSFHBWAT -
2014 2013
—F-NF —T=F
HKD’000 HKD’000
FERT FAT
]
Provision of wastewater processing M T AR5 KERERD
services to
— Tian Tian (note) — KK (P 5E) 6,009 4,655
Provision of sludge treatment WA T A RS TR R 12 AR 75
services to
- Guangzhou Lvyou — E N4k A 18,608 —
Note: P 3E -
The related party transaction constitutes continuing connected ZABAZIENEABERSMBRR
transactions as defined in Chapter 14A of the Rules Governing the AEAFLEMBRAT EWHA]) E14AZEFRR
Listing of Securities on The Stock Exchange of Hong Kong Limited (the ERFERERS - ETRAFE14AZFTHE
“Listing Rules”). The disclosures required by Chapter 14A of the ENRERNEAGCREEQRE | S5
Listing Rules are provided in the paragraph headed “Continuing NIFEBEZS]IA -

connected transactions” of the section headed “Report of the
Directors” of this annual report.
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27 Material Related Party Transactions 27T EXBEE I XS wm

(Continued)
(c) Non-recurring transactions (c) IREMRS
2014 2013
—E-—MF —E—=fF
HKD’000 HKD’000
FHET FET
Acquisition of a joint venture from: MUTARKE-—HeEtE:
Guangzhou To Kee (note 15) BEMNER (MF5E15) 1,893 -
Acquisition of equity interests in Lvjie from: [ LA T~ A Ui B 4% 32 #E 25 -
Mr. Gu Yao Kun (note 14(b)(iii)) o e 5 A (P B 14(0)Gi) 1,767 -
Acquisition deposit of Guangzhou Lvyou M T AL AT W B M & B
paid to: e
Mr. Gu Yao Kun (note 31) o S A (i EE3T) 126,760 -
Purchase of equipments from: MATEHBER
— Guangdong Lvyou — ER4 A 49,200 -
— Guangzhou Lvyou — EME A 294 -
49,494 -
Advances to: RATETIERBER
— Guangzhou To Kee — BEME0R 113,095 148,705
— Guangzhou Yinglong —EIMNERE - 55,019
— Longmen Copper - AR FiES 1,278 3,389
— the Controlling Shareholder — PERR AR 1,173 64,617
— Mr. Gu Yao Kun — e L 176,446 —
— Guangzhou Jintao —BMEE — 20,054
— Guangyuan Haitao —ETEE 1,388 502
— Guangyuan Zhongtao —EBxHE — 10,654
— Guangzhou Lvyou — EM&k AR 328,248 —
— Xinfeng Lvzhi — e 1,262 -
— Guangdong Longtao —EREH 53,690 -

676,580 302,940
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(d) Balances with related parties
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(ABTTHIR - R B ERERIN)

27T ERBEH AR Z @

(d) EREREETS B9 46k

()  Amounts due from related parties () FEWESEERH FIE
The Group AEE
2014 2013
—F-NF —T=F
HKD’000 HKD’000
FHET FiET
Non-current JE BN AR
Mr. Gu Yao Kun — prepayment for R AE — WEEME S
acquisition of Guangzhou Lvyou Z TER R 126,760 —
Current Bl H#A
Trade receivables from: FEWATERE SHHIEA
— Tian Tian — KK 1,727 2,075
— Guangzhou Lvyou — E M4 2,249 -
Sub-total NE 3,976 2,075
Other receivables from: H A FE YW LA TS & 5 3RO
— Guangzhou To Kee — BEMNER 266 -
— Guangdong Longtao —EREE 48,411 -
— Guangzhou Lvyou — EM& AR 25,352 —
— Mr. Lu Zhi Ji —EEELE 15,110 -
— Mr. Gu Yao Kun — R A 80,677 —
— Guangdong Lvyou — ER4&H 41 -
— Xinfeng Lvzhi — e gE 1,268 -
— Guangzhou Yinglong —BEMNEE - 62,752
Sub-total /NE 171,125 62,752
Total M=t 175,101 64,827
The Company KAl
2014 2013
—EF-MmF —E—=F
HKD’000 HKD’000
FHET FiET

Other receivables from Mr. Gu Yao Kun

Ho A 8 UK R e 5T A O BROR

50,000 —
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27 Material Related Party Transactions 27T ERBEBAERZ @

(Continued)

(d) Balances with related parties (Continued) (d) EEEEE S &R
(i)  Amounts due to related parties (i) FENEEEES RIE
The Group AEE
2014 2013
—E-ImF —E-=F
HKD’000 HKD’000
FHExT FHET
Trade payables to Guangzhou Lvyou ERNEMNEGBE 538
21 —
Other payables to: H ity S AN & 5 3B
— the Controlling Shareholder — AR 2,971 —
— Guangzhou Lvyou — BEM4 R 47,909 -
— Guangdong Lvyou — ERA B 41,072 -
91,973 —

The balances with these related parties are unsecured,
interest free and have no fixed repayment terms.

(e) Financial guarantee issued to a related (e)
party

The Group has issued a guarantee to a bank in respect of a
bank loan obtained by Guangzhou Lvyou amounted to
HKD72,793,000 as at 31 December 2014. Such loan was
repaid in February 2015.

HZERBONERAEER .
R HEBETEERR -

) B8 Bt 75 1F B9 B B 4B R

RZZE—NF+_A=+—H K&
B 3t EMN AR R RITERARTT
EH £ FA72,793,000 8 TTEVHER - B
BERER-_ZE—AF-_RAEE-

28 Immediate and Ultimate Controlling 28 EERERRERE

Parties

The directors consider the immediate controling party as at 31 EERE R-_E—NFE+_A=1+—8HW
December 2014 to be Keen Vast Holding Limited (3 A% B R A BEEERAFABEAZERBR AR MARHA
7)), while the ultimate controling party of the Company as at 31 RIE-—MEF+ A=+ —HOREER

December 2014 to be Mr. Tsui Cham To. FHBREBIE -
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(Expressed in Hong Kong dollars unless otherwise indicated)

In the process of applying the Group’s accounting policies, the key
sources of estimation uncertainty are as follows:

(i)

(ii)

(iii)

Service concession arrangements

The Group entered into BOT arrangements in wastewater
treatment. The Group concluded that the BOT arrangements
are service concession arrangements under HK(IFRIC) 12,
because the local government controls and regulates the
services that the Group must provide with the infrastructure
at a pre-determined service charge. In addition, upon expiry
of concession right agreement, the infrastructure has to be
transferred to the local government at nil consideration.

Depreciation

Property, plant and equipment are depreciated on a straight-
line basis over the estimated useful lives, after taking into
account the estimated residual value. The Group reviews
periodically the useful life of an asset and its residual value, if
any. The depreciation expense for future periods is adjusted
if there are significant changes from previous estimation.

Impairment

In considering the impairment losses that may be required for
certain property, plant and equipment, lease prepayments,
recoverable amount of these assets needs to be determined.
The recoverable amount is the greater of the net selling price
and the value in use. It is difficult to precisely estimate selling
price because quoted market prices for these assets may not
be readily available. In determining the value in use, expected
cash flows generated by the asset are discounted to their
present value, which requires significant judgment relating to
items such as level of turnover and amount of operating
costs. The Group uses all readily available information in
determining an amount that is reasonable and supportable
assumptions and projections of items such as turnover and
operating costs.

Impairment losses for bad and doubtful debts are assessed
and provided based on the management’s regular review of
ageing analysis and evaluation of collectability. A considerable
level of judgment is exercised by the management when
assessing the credit worthiness and past collection history of
each individual customer. An increase or decrease in the
above impairment losses would affect the profit or loss in
future periods.

(ABTTHIR - R B ERERIN)

EREBASEE S BEE e TN
FERRMT

(i

(ii)

(iii)

RS E R B

AEEBERESKEEEBERGZBOTE
P AEBRABBBOTZHE(ER B
(BB BEHREREZE)RE)E
12 TR HTEZEE AAtA
BRFESTEEBEBRE MALE
VEZRBERBGEBIREEBREZR -1t
I ERTRERREISE B E
EMER S EEE R BUT -

e

W B R R i A R A
PO A8 51 TR f St 6 B0 MR M2 46 R L AOR T
B REET MR EENA (R E
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Notes to the Financial Statements

B B R MY

(Expressed in Hong Kong dollars unless otherwise indicated)

(REBTTIIR - S B ERERI)

Standards and Interpretations Issued
But Not Yet Effective for the Year
Ended 31 December 2014

Up to the date of issue of these financial statements, the HKICPA
has issued a few amendments, and a new standard which are not
yet effective for the year ended 31 December 2014 and which have
not been adopted in these financial statements. These include the
following which may be relevant to the Group.

[sspns

REBE-_Z-—DNF+=
=t—BUEFEEHEM
s R £ 2R {5 5T - R 2 A
KBRENTREZE

BEAMBHRRTNEADH  BESHMLE
ERMZIRFIET R LR - ZEHERT R
MAEARBE-_ZT—NFEF+-_A=+—8H
IEFEERER - WET B RE ITFERAZ
EHEET R AR - AT /7 e B AR £ [F 48
PR AREER -

Effective for

accounting periods
beginning on or after
RUTHES 2HREHRN
B HBER

Amendments to HKAS 19, Defined benefit plans: Employee contributions
BEEgENE19R R ERAGE - &8 45

Annual improvements to HKFRSs 2010-2012 cycle
BENBREE —_E—FFEZ T — _F A FEHE

Annual improvements to HKFRSs 2011-2013 cycle
BEENBREGEA —F——FF _FT—=—FHHFEHE

Annual Improvements to HKFRSs 2012-2014 Cycle
BENBHREGEEN —_FE——FZ T —EHR 2 FEHE

HKFRS 14, Regulatory deferral accounts
BEMBREENEV4REEELIKRE]

Amendments to HKFRS 11, Accounting for acquisitions of interests in
Joint operations

FAMBRERNSNR/KBE EXRF BB R 5] ZER]

Amendments to HKAS 16 and HKAS 38, Clarification of acceptable methods

of depreciation and amortisation
BB ENE169 R BB G AR E 385
[BFHTE R Hm Al X7 )%5] 2B

Amendments to HKFRS 10 and HKAS 28, Sale or contribution of assets
between an investor and its associate or joint venture

BEEUBEREERNEI10R REBGETERIE 285
[REEZHABEREEPEZHNEEL G x| 21EF]

1 July 2014
—ET-NF+A—H

1 July 2014
—ZE-mHFLA—H

1 July 2014
—ZE—F+A—H

1 January 2016
—E-RF—-HA—H

1 January 2016
—ET—-RF—-HF—H

1 January 2016

—ET-RF—-HF—H

1 January 2016

1 January 2016

NG
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Notes to the Financial Statements

B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

30 Possible Impact of Amendments, New 30

Standards and Interpretations Issued
But Not Yet Effective for the Year
Ended 31 December 2014 (continued)

(ABTTHIR - R B ERERIN)

Z2—

_FH
_|_

— A

I
A

poey
T

il
A
ol

Zh

e
4l
R
I

RATE| 1155

A+
—]

§ sy

Effective for

accounting periods
beginning on or after
RUTHES 2HREHRN
BN HBER

Amendments to HKAS 1, Disclosure initiative

ER G EE1RIMEES BT

HKFRS 15, Revenue from contracts with customers

ERMBRMEENFEIGR/FL A Mz

HKFRS 9, Financial instruments

FEAMBHREEUNEOR /M TAS

The Group is in the process of making an assessment of what the
impact of these amendments is expected to be in the period of
initial application. So far it has concluded that the adoption of them
is unlikely to have a significant impact on the Group’s results of
operations and financial position.

In addition, the requirements of Part 9, “Accounts and Audit”, of the
new Hong Kong Companies Ordinance (Cap. 622) come into
operation from the Company’s first financial year commencing after
3 March 2014 (i.e. the Company'’s financial year which began on 1
January 2015) in accordance with section 358 of that Ordinance.
The Group is in the process of making an assessment of the
expected impact of the changes in the Companies Ordinance on
the consolidated financial statements in the period of initial
application of Part 9. So far it has concluded that the impact is
unlikely to be significant and will primarily only affect the
presentation and disclosure of information in the consolidated
financial statements.

1 January 2016
—ET-RF—-A—H

1 January 2017
—E—+F—-H—H

1 January 2018
—E-N\F—-A—H

AEBFEFGEZSETEEEERARNME
BHEENTE - BAT AEBR BTN ZL
FEF - MERRBBIAAGEHAEED
REXBERMBARARNEETERTE -

LS - BB R AMEDI(F622F) FoBP[ i
B B OB ERBEZ KD HE368HFN =
E-ME=ZA=ZREIXRFAR_F—AF
—A—HRAENMBFE) R ZRNERE
BEY BFEFRER - NEBIES QB F
PIZBRNEREREINPHEE GRS VHR
RNEREEETIE - ESAKRBEZER
RIRAREREATEREGVERA
FHHBREMNZI RRET N -
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Notes to the Financial Statements

B B R MY

(Expressed in Hong Kong dollars unless otherwise indicated)

(PAB IR -

(i)

WS BERAERIN)

On 8 January 2015, the Group entered into an asset
operation agreement with an independent third party to
operate and upgrade the target assets in Zengcheng District,
Guangdong Province of the PRC, for a concession period of
20 years. The Group is expected to invest no less than
HKD44,275,000 (equivalent to RMB35,000,000) to build and
construct relevant facilities for the upgrade. At the end of the
concession period, the upgraded assets shall be transferred
to the counterparty at zero consideration.

On 10 February 2015, the Group entered into an asset
operation agreement with an independent third party to
operate and upgrade the target assets in Shunde District,
Guangdong Province of the PRC, for a concession period of
20 years. The Group is expected to invest no less than
HKD32,884,000 (equivalent to RMB26,000,000) to build and
construct relevant facilities for the upgrade. At the end of the
concession period, the upgraded assets shall be transferred
to the counterparty at zero consideration.

On 283 February 2015, 87,115,959 ordinary shares of the
Company were allotted and issued to City-Scape Pte Limited
at a price of HKD7.12 per share. The gross proceeds
received by the Company was approximately
HKD620,266,000.

(i)

(i)

RZZE-—RAF-—ANR AEEEF
VUE=ZNAVEELEHH BEE

BR20F M & & B i B
BEREEBEMEREELE REE
EEEETHARNRE - A EEEHA
& & T D 144,275,000 TT (FHE 7D A
R #35,000,0007T) * AEEFH K HE
REZEBEERE RETREEHER
KABREEANSTREBPTHT -

R-ZE—RF_A+H AEHHE—
ZBUE=FRPBEEREIBERE
EREETVEEKERZE  AHI20
FHRTEEHNGCERYBEEE
EITARRE - AEBEEH A5H
BIE T D1 32,884,000%8 7T (M E R
A R #26,000,00070) © B HREE K
EHREBEE RFHEESHER &
AR EEBANTREBETHA -

R-E—RE-_A-+=ZH AR
A & & B&7.127% JT A City-Scape Pte
Limited fic 8% % %% 1787,115,959 1% & i
ff e ARRKREIMATBRIBEABNA
620,266,000/ T °



(iv)

TERREEERLE —T-NFFR

Notes to the Financial Statements

B B R Py

(Expressed in Hong Kong dollars unless otherwise indicated)

On 25 February 2015, the Group has completed the planning
and design work for a solid waste treatment project in
Shaoguan City, Guangdong Province of the PRC. The
estimated capital expenditure for the project (includes the
cost of obtaining the required land site) is approximately
HKD124,300,000 (equivalent to RMB100,000,000). The
construction work is estimated to be completed in February
2016.

On 1 December 2014, the Group entered into a conditional
agreement with Mr. Gu Yao Kun, Mr. Gu Jia Tao and Ms.
Liang Yan Xia, to acquire 100% equity interest in Guangzhou
Lvyou Industrial Waste Reclamation Treatment Company
Limited, at a consideration of HKD796,005,000 (equivalent to
RMB630,000,000). The transaction has not been completed
and is subject to the fulfilment of the terms in the agreement.
Subsequently on 31 March 2015, a supplemental agreement
had been signed by both parties to extend the expected
completion date to 30 June 2015.

For the period from 1 April 2015 until the completion date,
the daily operation and management of Guangzhou Lvyou
Industrial Waste Reclamation Treatment Company Limited
shall be performed by a subsidiary of the Group and any
profit made or loss incurred during the said period shall be
attributable to the Group. From 1 January 2015 until the
completion date, any net profit made by Guangzhou Lvyou
Industrial Waste Reclamation Treatment Company Limited
and its subsidiaries shall not be distributed through any form.

(iv)

(ABTTHIR - R B ERERIN)

R-ZZE—RF_A-_+HB A&£EH
B EERE BE™EERE
MEBEE ZHREREFIE%E
B E AT (BERGMEL
2 BRZR) 49 /124,300,0005% 7T (M8 &
AR #100,000,0007T) - BREEET
BEFR-_ZE—ANE-_AxK -

R-Z—mME+-_A—B A&EHEH
LREBELE ERBLERRUBL
TEN—BAEKGGE B EE
MERTIXESEYERREEGRA
F]100% #E 7= + 1B A& 796,005,0007%5 7T
(8% A R #630,000,0007T) ° &2 5
AR FEA B BEN R MR e R
—E-FE=ZA=+-H%E 5%
AR EACETRBHE
T-—RAFA~NA=1+H-

B-Z-HFMA—-HEEZTKAY
HE BMNGEIEXEZEEYLKE
BERARZAELERERMFHA
SEMBARAET EHMEELD
EAENRBROBEFRAEEHAA -
B-Z A A -HEEZZTKH
B BEMGATIXREEYDUERE
BRAE RENB QR E £ ERAE
MFEG I BAEAEAEL DK
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Financial Summary

B

The following table summarizes the consolidated results, assets and

liabilities of the Group for the five years ended 31 December:

EWiREkE BERAR:

TRBAREENRBET _—_A=+—HILAESF

2014 2013 2012 2011 2010
—E-mE @ —ZT-—=F —T—= —E——F ZZT—ZF
HKD’000 HKD’000 HKD’000 HKD’000 HKD’000
FET FAT FAET FAET FHET
' /' /' |/ || |
Results E
Turnover LR 1,032,544 484,849 383,806 462,260 361,444
Profit before taxation & F2 Ai i A 471,848 273,907 213,490 203,662 151,258
Income tax 5 ®i 43,595 49,115 36,140 38,392 24,956
Profit attributable to equity 7K A A 4 25
holders of the Company HE AELST 424,672 224,422 177,229 164,514 120,874
Assets BE
Non-current assets ERBEE 2,807,275 1,141,863 844,961 662,173 296,336
Current assets MBEE 807,863 749,689 296,469 222,005 419,101
Total assets BE®TE 3,615,138 1,891,552 1,141,430 884,178 715,437
Liabilities af&E
Non-current liabilities EREBAERE 1,036,158 555,563 553,561 448,449 313,314
Current liabilities mEBE 684,389 207,683 195,967 211,736 147,121
Total liabilities BEREE 1,720,547 763,246 749,528 660,185 460,435
Total equity A 1,894,591 1,128,306 391,902 223,993 255,002
Total equity attributable ZAN/NSSIR
to equity holders A AEMN
of the Company et 4B R 1,864,965 1,125,505 390,338 214,558 247,464
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