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To Shareholders,

On behalf of the board of directors (the “Board”), | am pleased to
present the unaudited interim report of Pan Asia Environmental
Protection Group Limited (the “Company” or “Pan Asia EP”) and
its subsidiaries (collectively referred to as the “Group”) for the six
months ended 30 June 2010.

FINANCIAL REVIEW

For the six months ended 30 June 2010, the Group achieved a
total turnover of RMB241.7 million, an increase of 27.1% compared
with the same period last year. As the global economy has been
gradually recovering, the sale of products and equipment of
the Group also gradually picked up. Overall gross profit rose to
RMB63.3 million (six months ended 30 June 2009: RMB56.4
million) and gross profit margin to 26.2%. Profit attributable to
owners of the Company was approximately RMB34.6 million (six
months ended 30 June 2009: RMB35.5 million) and net profit
was 2.5% lower than that of the previous corresponding period.
Net profit margin was 14.3%. The decline of net profit was mainly
caused by a decrease of other income and the foreign exchange
loss of the Company’s Australian Dollar bank deposits. Earnings
per share of the Group were RMB4.33 cents (six months ended
30 June 2009: RMB4.44 cents).

PROSPECTS

The global economy is picking up in 2010, and the implementation
of the PRC “Twelfth Five-Year Plan” will boost the investment in
environmental protection in the nation. The Chinese Government
endeavors to develop emerging industries like energy conservation
and environmental protection. The investment amount is about
RMBS5.0 trillion, which will lift the value of output by RMB1.5 trillion
per annum. The Group will prudently operate its business and
strive to capture opportunities created by supportive government
policies. It currently has about 24 EP contracts with a total worth
of approximately RMB391.1 million on hand.



KEENE RAEBENZE WARKIR - K
SEMEEREKEE  BERRETRE
BHR - MRERANIHEITKERE  BR
LE MPARONEBRERALNTRE
TARERERTIES - ERE BERKRAR
R EIBENR SRRSO RE - R/E
EHEITAITIENE ©

BESN - AEEE AN EEEREEEB &
HREREENES  EEEBBLEXRBLL
B - BERBME - BRSO RAL
MR - REREEMNERIER - AEE
IE B2 A3 KBV S h SR B 9 B 8 /2 B 7 ALK
RS RUAEAE - BER[ERLE
BRI F 4] (SCRELH R &L ) EM
EVE(LE - 2 BRIRS 2 EBMBEEIE LA D
WEHE - BR > RERBEIREFTAEROK
MBS - EATPFIEERRAR - MHER
MEX - BIEERAE KA AAEE KA
BER - SELHNEFRNEERZEEER
ECHEBNEER  ERAREBO/AR
BRI T MEBEN - FHIEEERR
6,00032 75 K ° b5k - REBEG S A
EBIRERMELAES L HAETRARE
FEA T BB E R E(CE KRR %
% o BAERNMEE N ELTIRME —BKRE
#EO - AEEFARATEAMEE - E8F
BhR & (LB B AR o

—E-TERERE
Interim Report 2010

ETRBEE

Chairman’s Statement

The wastewater treatment business is expected to remain as the
Group’s stable income source. The Group is planning to expand
the scope of services from construction to build and operation of
large scale water treatment, which involve projects like building
up water treatment systems for industrial estates. Such move will
help broadening income sources, generating stable cash flow and,
ultimately, boosting the return on investment for the Group. At
present, the Group is conducting feasibility studies.

Moreover, the Group is making a concerted effort to expand its
flue gas treatment and related product manufacturing businesses
to increase their contribution to total turnover. Apart from flue
gas desulphurisation (“FGD”), another focus would be flue gas
denitrification to reduce the emission of nitrogen oxides. The
Group is currently in discussions to form a strategic alliance
with a subsidiary company of a large PRC power group. A joint
venture will be set up to produce the catalysts used in a selective
catalytic reduction denitrification (“SCR DeNOx”) system. Pan
Asia EP would participate in financial management as well as
sales and distribution of the products in certain regions. Flue gas
denitrification is technology intensive which set a higher threshold
than FGD. Thus, there is more room for future development
and it is believed that the project could eventually provide a
substantial profit contribution to the Group. The Group is planning
to commence the construction of a production line for the catalysts
by the end of this year. The investment in this production line is
expected to be around RMB300 million and will be implemented
by two phases. The planned capacity of phase one is 6,000 cubic
meters. In addition, the Group also plans to establish a research
and development centre for the development of the catalysts.
Area of research will include producing catalysts adapted to the
local situation of the PRC and the exploitation of raw material for
producing catalysts. In the past, high grade raw materials of the
catalysts used in China are mainly imported from other countries,
thus the Group is exploring the possibility of local production to
reduce manufacturing costs of the catalysts.
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As the Group evaluates investment opportunities on an ongoing
basis, it has entered into a cooperation agreement with Eltomation
BV in The Netherlands in May for the introduction of manufacturing
technology and three different types of production plants of wood
wool cement boards to the PRC market. The first production line
is expected to start operation by the end of this year. Wood wool
cement boards are an eco-friendly wall construction material which
is fire resistant and conserves heat. This material has been widely
adopted within buildings in Europe and America, but is not yet
popular in the PRC. According to the Chinese Government policy,
all new buildings in China are expected to use not less than 50% of
materials with environmentally friendly and energy saving capability.
Thus, there is high market potential for this construction material
in the country.

To maintain steady growth of its businesses in the long run, the
Group will adhere to its moderate development strategies while
actively exploring opportunities to consolidate its position in the
EP market within the PRC and optimally use its abundant cash
reserves. In addition to its water and flue gas treatment businesses,
it will continue to enhance its competitiveness and expand its
scope of business by evaluating merger and acquisition targets
and other investment opportunities, with an aim to generate better
returns for shareholders.

DIVIDEND

The Board recommended withholding dividend payment for the six
months ended 30 June 2010, earmarking the profit to be used as
capital for future development.

APPRECIATION

On behalf of the Board and the management, | would like to
express my gratitude to all of our staff for their hard work and
tireless dedication to the Group during the review period. My
thanks also go to our shareholders, investors, clients, suppliers
and business partners for their constant support.

JIANG Quanlong
Chairman

Hong Kong, 30 August 2010
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BUSINESS REVIEW

As an integrated environmental protection (“EP”) services provider
in the PRC, the Group mainly designs and manufactures water and
flue gas treatment products and equipment, sells pipes, as well
as undertakes EP construction engineering projects and provides
EP related professional services. As at 30 June 2010, the Group
had 60 engineers from different professional backgrounds and with
work experience in environmental protection providing customised
EP services to customers in different industries.

In the first half of 2010, as China has continued to rebound from
the impact of the financial turmoil, specific projects of the Group
have been started, and sales of products and equipment have
picked up. Environmental protection has been a focal development
sector of China’s state policy, and promoting environmentally-
friendly construction can stimulate economic recovery. Thus,
the Chinese Government has continued to provide support to
the environmental protection industry. Local governments have
continued to invite tenders for different public EP projects which
have stimulated market demand and in turn have brought huge
business opportunities for the industry.

SALE OF EP PRODUCTS AND EQUIPMENT

Business activities of this segment include selling pipes, as well
as water and flue gas treatment products and equipment. During
the period under review, it recorded a turnover of approximately
RMB226.6 million, accounting for over 93.8% of the Group’s total
turnover.

Sale of Water Treatment Products and Equipment

The water treatment systems of the Group are mainly used to
process industrial and urban wastewater. The Group completed
16 water treatment sales contracts during the period, which
generated a turnover of RMB168.9 million, accounting for 74.6%
of the segmental turnover. The Group is currently considering
taking part in the water treatment project at Taihu in Wuxi, Jiangsu
Province and some other projects located in Zhejiang and Jiangsu
Provinces.

T




Pan Asia Environmental- Protection Grou‘irhitéd'
2R IR EE IR AT

BEERWR DT

Management Discussion and Analysis

HEEREEERRRE

AEENEREERGASTRITENETPRE
BEERRPELNSRRARE - BAl » &K
BILZ AR E BREPHARSRERNTR
1 BERNE D BB e R REARE R R
BEHiz— REERS  ARBETEEAH
#  NORREBETREHRERBRRS o
ELITENERRETIREMBNRNTRAE
B AERE - MMS A FEEANERER -
EEHA - AEBEHER2NDEREER

BRAZHERK RAKETREXBHA
R¥3,7908 7T - (hZ D AP & X E16.7% °

HEEE

RARFPRHEZAMRRBRASTRI A%
ERNSAMNEENEMEMEAEETR
RIE2,0002 KM WA INE - BIEFEF
EERR172,680K « REB N EIEERNT
R T2BBEMBEAY  EEBEEANR
SEEBEEENHARBE1,9808 T - 154K
DELEHEENB. 7% °

BRRERIEREBRE

AEEE -_TTNFEMABABRRERT
B HBEEENTEMD  URFEENH
BRI AEPRMA WX NRRER
FR--H{R ADTHNEEBENAERARE
1,3108 T - (RBREXETENS.4% - XEEA
TR RETMRTEENE P —E5KERE
BIESRARK - WEREREAR ° 14 - K
SBEMETEN— @6 0BEARES 0008
TTZBIER -  IRREFRARR  F—
HBHEEEFEIRARE  ARSEAA
RE53008T  F-HENTEEREIR
BRULAGR ©

Sale of Flue Gas Treatment Products and Equipment

The flue gas treatment systems of the Group are used in various
industries to process polluting waste gas generated during
production. Currently, the Group is negotiating a number of new
projects with customers. This segment is expected to become
the key development arms of the Group in upcoming years. Apart
from power plants, the Group is planning to provide FGD service
catering for the iron and steel, cement, and glass industries. The
flue gas treatment of these industries require more complicated
technical skills than power plant works and there is greater scope
for development in the market. During the period, the Group has
completed two contracts involving the sale of flue gas treatment
equipment, contributing turnover of approximately RMB37.9 million
to the Group, accounting for 16.7% of the segmental turnover.

Sale of Pipes

In addition to providing comprehensive EP solutions, the Group
also produces fibre glass-reinforced plastic pipes of diameters up
to 2,000 mm at its Yixing workshop with a total annual production
capacity estimated at approximately 172,680 metres. The Group
completed 2 contracts for sale of pipes, which generated a
turnover of approximately RMB19.8 million, accounting for 8.7%
of the segmental turnover.

EP CONSTRUCTION ENGINEERING PROJECTS

The Group started to undertake EP construction engineering
projects in 2004. Armed with extensive industry expertise
and professional research and development capabilities and
technologies, it has been providing clients with one-stop EP
solutions. During the period, it recorded a turnover of approximately
RMB13.1 million, accounting for approximately 5.4% of the Group’s
total turnover. Construction works of one of the government water
treatment projects in Bengbu, Anhui Province was awaiting for
testing and commissioning and revenue from this contract was
recognised accordingly. Moreover, the Group has started work
on a contract worth of RMB80.0 million FGD project in Henan in
last May, construction work of phase one had been completed
and revenues had been recognised, with an amount of RMB53.0
million. The construction of phase two is expected to be completed
in the second half of this year and revenue will be recognised after
testing and commissioning.



—B—BERHRE
Interim Report 2010

BEENWN DN

Management Discussion and Analysis

RARMEBEERE

AEEFE BB AR DERETRRAMAR
ERAR ([RRIEMARLE]) REFR
HIRRIERE B ERTS - RIE TR T HF
ERRTRRAES  AIMAARRIIES
TTTRRRET - MR - AD R AAKE SRS
EWRA - EEBHOBARE2008 T h#k
EEREL0.8% °

RBESRUBER

M—”—%iﬁH:+E rEBCEE
BMEAAAREIS62(BETL R_TZTNF
+_H:+—EZAEMMOMﬁﬁ%M
ARM1.498B L - RZE—TF A=+
H AEBBEBEAARKEIINIE
T BIZETNFFTA=T—BZARK
24661870 - IBAMARK1.453E T K=
T—ZFEXNAZTH  AEEHRERIRTT
BEAARB16508TT (ZETNF+=
A=+—H: AR%1,65087L) - A5 HE
FRERBELXELRES  SEAXAAR
EEBBERAERSEE AEENREE
HRA L FIZF BER R EMEER A #ERE
BEANE RZTE-—TFENA=-THHOL
EBE1.4% (ZEENFF+-_A=+—8":
1.4%) s RZE—TFAA=1TH  F~5&E
LBRERREEEMRARET.399E T ¢

S BB RO By R B

AEBRASHEXRRHEBBHUARE
KABTTAHE - NEBEFTIREMBBER - ]
TERRARE - BTRET R_T—F
FRA=1TH AEEEEAIERITE
B INERR - MBREBim Hisk K s i
REzZ2MITETR - A - BEREHES
ERIMNER - WHEE R RNERENE
R-F—FTFA=1+H  AEELEER
E 2B OTAE T A LASH A R & SNE R

PROVISION OF EP-RELATED PROFESSIONAL
SERVICES

The Group, through its subsidiary Shanghai Environmental
Engineering Design & Research Institute Limited (“SEEDRI”),
provides EP-related professional services to clients. Holding Grade
A engineering design certificates, SEEDRI is qualified to undertake
engineering design for all environmental projects. During the period,
the segment recorded a turnover of approximately RMB2.0 million,
accounting for around 0.8% of the Group’s total turnover.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2010, total assets of the Group amounted to
RMB1,556.2 million, increased by RMB149.8 million when
compared to RMB1,406.4 million as at 31 December 2009. The
Group’s total liabilities were RMB391.9 million, an increase of
RMB145.3 million as compared to RMB246.6 million as at 31
December 2009. As at 30 June 2010, the Group had bank loan
of RMB16.5 million (31 December 2009: RMB16.5 million). The
Group monitored capital using a gearing ratio, which is total debt
divided by total equity of the Group. The total debt to equity ratio
of the Group expressed as a percentage of interest bearing loans
and other borrowings over the total equity was 1.4% as at 30 June
2010 (31 December 2009: 1.4%). The Group’s cash and cash
equivalents amounted to RMB739.9 million as at 30 June 2010.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES

Business transactions and liabilities of the Group are largely
denominated in Renminbi and Hong Kong Dollars. The Group
adopts a conservative financial policy and the majority of its bank
deposits are in Renminbi, Australian Dollars and Hong Kong
Dollars. As at 30 June 2010, the Group did not have any foreign
currency bank liability, foreign exchange contracts, interest or
currency swaps or other financial derivatives for hedging purposes.
Nevertheless, the management will continue to monitor foreign
exchange exposure of the Group and take prudent measures as
and when appropriate. As at 30 June 2010, the Group did not have

any derivative for hedging against both the interest and exchange
rate risks. e
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CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 June 2010, the Group had a capital expenditure
commitment amounted to RMB86.0 million. (31 December 2009:
RMB51.3 million).

The Group provides product maintenance service to customers of
FGD construction projects and certain EP products for a period
ranging from 6 months to 2 years after a project is completed
or a product is delivered. At the same time, the Group enjoys
warranties for the work and equipment from its sub-contractors
and suppliers. The directors of the Company believe that the
amount of crystalised warranty liabilities, if any, in excess of the
amount covered by the warranties given by sub-contractors and
suppliers, would not have any material adverse effect on the overall
financial position or operating results of the Group.

HUMAN RESOURCES

As at 30 June 2010, the Group had approximately 280 employees.
Salaries of employees are maintained at competitive levels and
reviewed annually, with close reference to the relevant labour
market and economic situation. Remuneration of the directors
is determined based on a variety of factors such as market
conditions and the specific responsibilities shouldered by the
individual director. Apart from the basic remuneration and statutory
benefits required by law, the Group also provides discretionary
bonuses based on its results and the performance of the individual
employee. The Group also has an employee share option scheme
in operation.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SHARES

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s listed shares during the six
months ended 30 June 2010.
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CORPORATE GOVERNANCE PRACTICES

In the opinion of the Board, the Company has complied with the
code provisions set out in the Code on Corporate Governance
Practices contained in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Listing Rules”) throughout the six months ended 30 June
2010.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted its own code of conduct regarding
directors’ dealings in the Company’s securities (the “Company’s
Securities Dealing Code”) on terms no less exacting than the Model
Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) as set out in Appendix 10 of the Listing Rules.

Specific enquiry has been made of all the directors and the directors
have confirmed that they have complied with the Company’s
Securities Dealing Code and the Model Code throughout the period
for the six months ended 30 June 2010.

The Company’s Securities Dealing Code on no less exacting terms
than the Model Code for securities transactions also applies to all
employees who are likely to be in possession of unpublished price-
sensitive information of the Company.

No incident of non-compliance of the Company’s Securities Dealing
Code by the employees was noted by the Company.

AUDIT COMMITTEE

An audit committee comprising three independent non-executive
directors has been established by the Company to review the
financial reporting process and internal control procedures of the
Group. The audit committee has reviewed the unaudited financial
statements of the Company and its subsidiaries for the six months
ended 30 June 2010. At the request of the Board of Directors,
the Company’s external auditors have carried out a review of this
unaudited interim financial statements in accordance with Hong
Kong Standard on Review Engagements 2410 issued by the Hong
Kong Institute of Certified Public Accountants.

QT
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DIRECTORS’ INTERESTS IN CONTRACTS
OF SIGNIFICANCE

Save for the information disclosed in the section headed “Related
Party Transactions”, no contracts of significance to which the
Company, any of its holding companies, or any of their subsidiaries
was a party, in which a director of the Company had a material
interest, subsisted at the end of the period or at any time during
the period.

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2010, the interests and short positions of the
Directors and their associates in the shares, underlying shares or
debentures of the Company and its associated corporations as
recorded in the register maintained by the Company pursuant to
section 352 of the Securities and Futures Ordinance (“SFO”), or as
otherwise pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies were as follows:
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RARAB RS REERG ZER Interests in shares and underlying shares of the
Company
BERSHE
HAMEXREHE BAESTETA HE#ITRAE
Number of () Bt
securities/amount Equity Percentage of
BEEHR ERME of registered derivatives  issued share
Name of Director Nature of interest capital held (share option) capital
(HfaE1) (Ktet1K5)
(Note 1)  (Notes 1 and 5)
B REE EE R 600,000,000 (L) 75.00%
Jiang Quanlong Corporate interest (Wi 2 & 4)
(Notes 2 and 4)
EnEn 400,000 (L) 0.05%
Beneficial interest
e EE 600,000,000 (L) 75.00%
Jiang Lei Corporate interest (HiaF 3 & 4)
(Notes 3 and 4)
Bt 400,000 (L) 0.05%
Beneficial interest
SBIRE B 2,500,000 (L) 0.3125%
Fan Yajun Beneficial interest
R Bt 1,000,000 (L) 0.125%
Gan Yi Beneficial interest
FEX Bt 500,000 (L) 0.0625%
Lai Wing Lee Beneficial interest
A5t EamEs 500,000 (L) 0.0625%
Leung Shu Sun, Sunny Beneficial interest
TEHE Bt 500,000 (L) 0.0625%
Wang Guozhen Beneficial interest
&
-' N e - 1 3
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[LIRREERBDHZ2HE -

# %600,000,0000% % 7 LAPraise Fortune
Limitedz % & & &0 © ¥ = 88 5t A& JhPraise
Fortune Limited 2 M —ZE % + HIREES K&
HA 5 155) 4048 & B Praise Fortune Limited
Fife 28 2 = -

# %600,000,0000% % 7 LAPraise Fortune
Limitedw 2 & ZF LT AEEHHEF - H
PEHMEHETRADBERLE  BEL
AR R LZTHEA H49.9%  49.9% K%
0.2% ° BIBEFH RKHERH - BRELEW
1B ¥ A Praise Fortune Limited 54 2 B%
DR ©

Praise Fortune LimitedRE = ZF—ZF /X A
=T BZBEETRHAESRCOIREREE
1ETLZ IR « ZF601R M JYm Bt
& (BITEE) BB D - HESEL
A HEB300 AR KRBT R A T HA 1
f&17 ° Praise Fortune Limited 2 M — & F 4
HITEBRBRELE MBLRLZTAE
REERECERE -

ZERGEARNTNERESE FREMR
BA) ZH BT R m AR B ) s
BRI IBEHN T X R E -

Notes:

5.

The letter “L” denotes the Director’s long position in the shares.

These 600,000,000 shares are registered in the name of Praise
Fortune Limited. Mr. Jiang Quanlong is the sole director of Praise
Fortune Limited and he is deemed to be interested in all the shares
in which Praise Fortune Limited is interested by virtue of the SFO.

These 600,000,000 shares are registered in the name of and
beneficially owned by Praise Fortune Limited, the entire issued share
capital of which is beneficially owned as to approximately 49.9%,
49.9% and 0.2% by Mr. Jiang Lei, Mr. Jiang Xin and Ms. Qian
Yuanying respectively. Under the SFO, Mr. Jiang Lei is deemed to be
interested in the Shares held by Praise Fortune Limited.

The total number of issued shares in Praise Fortune Limited as at 30
June 2010 is 601 shares of US$1 each. These 601 shares are owned
as to 300 shares by Mr. Jiang Lei (an executive Director), as to 300
shares by Mr. Jiang Xin and as to 1 share by Ms. Qian Yuanying.
The sole director of Praise Fortune Limited is Mr. Jiang Quanlong, an
executive Director and Ms. Qian Yuanying is the spouse of Mr. Jiang
Quanlong.

These interests represent the interests in underlying shares in respect
of share options granted by the Company to these directors as
beneficial owners, the details of which are set out in the Share Option
Scheme section stated below.
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option
Scheme”) pursuant to a resolution of the sole shareholder of the
Company passed on 1 December 2007. The Share Option Scheme
complies with the requirements of the Listing Rules. On 14 May
2008, the Company granted 17,800,000 options under the Share
Option Scheme to its directors and key employees at an exercise
price of HK$2.81. The closing market price per Share as at the
date on which the share options were granted was HK$2.79. The
options can be exercised one year after the grant date and expiring
on the tenth anniversary of the grant date. The total number of
share options represents 2.2% of the Company'’s outstanding share
capital when fully exercised. They include the options granted to
4 executive directors, 3 independent non-executive directors and
11 employees of the Company for the number of shares set out
below:

BREHA
Number of Share Options
RER
B/
Bas/
BN
fTfEfE REA  Exercised/
BT i 2&RH4  Cancelled/ iy
BREAY Exercise HEH A{TEEE 1/1/2010 Granted Lapsed 30/06/2010
Date of Price  Vesting Exercisable As at during during As at
Grant HK$  Period Period 1/1/2010  the period the period 30/06/2010
BRE 14/5/2008 2.81  14/5/2008t0  14/5/2009 to 400,000 - - 400,000
Jiang Quanlong 13/5/2009 13/5/2018
B 14/5/2008 281 14/5/2008t0  14/5/2009 to 400,000 - - 400,000
Jiang Lei 13/5/2009 13/5/2018
BRE 14/5/2008 2.81  14/5/2008t0  14/5/2009to 2,500,000 - - 2,500,000
Fan Yajun 13/5/2009 13/5/2018
H% 14/5/2008 2.81  14/5/2008 to 14/5/2009 to 1,000,000 - - 1,000,000
GanYi 13/5/2009 13/5/2018
B KA 14/5/2008 2.81  14/5/2008 to 14/5/2009 to 500,000 - - 500,000
Lai Wing Lee 13/5/2009 13/5/2018
e -
. ’ 15
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BREHE
Number of Share Options
RER
BiTE,/
B/
EAN
THEE AR Exercised/
BT ® B&E Cancelled/ i
REBH Exercise HEH AT 1/1/2010  Granted Lapsed 30/06/2010
Date of Price  Vesting Exercisable As at during during As at
Grant HK$  Period Period 1/1/2010  the period the period 30/06/2010
R 14/5/2008 281 14/5/2008t0  14/5/2009t0 500,000 - - 500,000
Leung Shu Sun, Sunny 13/5/2009 13/5/2018
TEY 14/5/2008 2.81  14/5/2008 to 14/5/2009 to 500,000 - - 500,000
Wang Guozhen 13/5/2009 13/5/2018
HENESR 14/5/2008 2.81  14/5/2008t0  14/5/2009 to 12,000,000 - - 12,000,000
Continuous contract 13/56/2009 13/56/2018
employees
17,800,000 - - 17,800,000

RIZ-ZFXA=1+H  ARFREER
&

As at 30 June 2010, there are options relating to 17,800,000

5T B % &% 17,800,0008% B 15 2 A #% shares granted by the Company pursuant to the Share Option
R ARIT R AR - Scheme which are valid and outstanding.

ARBEERA-EABREEERR ([1R
A1) - ARHEREAO BT 3R LR
PRENEE - ZIEX R HEAEATER
Hp—BERARA - BRENEEREEST
TERROTRZHME( - EH AR
ERNEHEENED)  HrREHBRER
FENGBFEERTE - ARERERENA
ERNEERAEMRS - BAFENRF
EHRLETERNDETEEE °

ARARR_ZEZNERATHARARRFE
F EREEAERHMESRLERE -
R EMR L BERBEXENERENR
F1{H 515,681,000 7T °

The Company has used the binomial option pricing model (the
“Model”) to value the share options granted pursuant to the Share
Option Scheme, which is a common model used in assessing the
fair value of an option. The value of an option varies with different
variables of certain subjective assumptions. Any change in the
variables so adopted may materially affect the estimation of the fair
value of an option. As such, the fair values calculated are inherently
subjective and uncertain due to the assumptions made and the
limitations of the valuation model used.

The share options were granted to the Directors, senior management
and other employees of the Company pursuant to the Share Option
Scheme on 14 May 2008. The fair value of the share options as at
the date of grant under the Model was HK$15,681,000.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

R-F-FTEXA=TA  BARATFEFR
SETRARMA - THAL (FRAES
FRBTHA BRI WAR R Z K1) 58
BRAR 15 o i 5 72U IR 8 0 T B S R ) BBV
BE2RIH B2 EX WA D A B B AR
SRR D AR BB H R K (DI 5336157
B2 BRMAZEET AR -

So far as is known to the directors and chief executive of the
Company, as at 30 June 2010, the following persons (other than
the Directors or chief executive officer of the Company) had
interests or short positions in the shares or underlying shares of
the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or, which were recorded in the register required to be kept by the
Company under Section 336 of the SFO:

REAQXTROBREBRDZHFE Long position in the shares and underlying shares of
the Company
HER]T
REH
RAFTETIR BABE
(RRHE) Approximate
Frisht & B Equity  percentage of
£ EEME Number of derivatives  total number of
Name Nature of interest shares held (share option) issued shares
(Hizt1) (Hizt1)
(Note 1) (Note 1)
Praise Fortune Limited (#7z£2) BnlEs 600,000,000 (L) 75.00%
Praise Fortune Limited (Note 2) Beneficial interest
BE&xE (F1723) e NG 3 600,000,000 (L) 75.00%
Mr. Jiang Xin (Note 3) Interest of a controlled
corporation
BRERL (i) Al 600,000,000 (L) 75.00%
Ms. Qian Yuanying (Note 4) Interest of spouse
R 400,000 (L) 0.05%
Interest of spouse
FEINLL (Hits) ALt 600,000,000 (L) 75.00%
Ms. Li Jingru (Note 5) Interest of spouse
St L (fst6) AL 600,000,000 (L) 75.00%
Ms. Chai Yongping (Note 6) Interest of spouse
///M
& [T L 400,000 (L) 0.05%
Interest of spouse e
. - @ 17
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2. Praise Fortune Limitedi? ZZ—ZF XA
=THZBEEITRMEER601REREE
1ETT 2R o 5601 RRM ThR @ L £
(MTEZ) EB300M M - AESLE
HAB300 MM M EEIT R L T HA 1%
1 ° Praise Fortune Limited 2 iff — % % & #
TEFBRELRE -

3. %EMRDLAPraise Fortune LimitedZ # %
ERUTHEERA  EMAEHTRA
HEREE BErERBLELZLSH
B #49.9% * 49.9%%0.2% 1R I &
H R EE KRG - & %k £ WA AR Praise
Fortune Limited TS B 2 IR P HEE = -

4, BURLZLTDESEREZES B
RARBRELEFRRAERE 22K N
Pl B R -

5. FBMALDEEALZRE  HLEE
CLS LES S P
B -

6. SKFREIDEZALEZERE FHiILRE

BREEREREABEZ 2R T %
B o
BE_ETNFFRALE  EFEHNET
ESR iR
(1) BZZE—ZEFHA B8 ARQFI#H

ﬁ%%ﬁ%aﬁﬁiﬁ?ﬁﬁﬁ$ﬁlﬁﬂl
B

2 BEZE—ZFRA—BE ARAH

TEELTERETBREEAEET
BAaE, - HEBEIARRNTES -
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Notes:

The Letter “L” denotes the person’s long position in the Shares.

The total number of issued shares in Praise Fortune Limited as at 30
June 2010 is 601 shares of US$1 each. These 601 shares are owned
as to 300 shares by Mr. Jiang Lei (an executive Director), as to 300
shares by Mr. Jiang Xin and as to 1 share by Ms. Qian Yuanying.
The sole director of Praise Fortune Limited is Mr. Jiang Quanlong, an
executive Director.

These Shares are registered in the name of and beneficially owned
by Praise Fortune Limited, the entire issued share capital of which is
beneficially owned as to approximately 49.9%, 49.9% and 0.2% by
Mr. Jiang Lei, Mr. Jiang Xin and Ms. Qian Yuanying respectively. Under
the SFO, Mr. Jiang Lei is deemed to be interested in the Shares held
by Praise Fortune Limited.

Ms. Qian Yuanying is the spouse of Mr. Jiang Quanlong and is therefore
deemed to be interested in all the Shares in which Mr. Jiang Quanlong
is deemed to be interested.

Ms. Li Jingru is the spouse of Mr. Jiang Xin and is therefore deemed
to be interested in all the Shares in which Mr. Jiang Xin is deemed to
be interested.

Ms. Chai Yongping is the spouse of Mr. Jiang Lei and is therefore
deemed to be interested in all the Shares in which Mr. Jiang Lei is
deemed to be interested.

CHANGES IN DIRECTORS’ INFORMATION

Changes in directors’ information since the date of the 2009 Annual

Report are set out below:

(1)

Mr. Jiang Lei,
designated as the chief executive officer of the Group with
effect from 1 May 2010; and

executive director of the Company, was

Mr. Fan Yajun, executive director of the Company, ceased to
act as the chief executive officer of the Group with effect from
1 May 2010, but shall continue to act as executive director of
the Company.
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CCIF
CCIF CPA LIMITED
34/F The Lee Gardens
33 Hysan Avenue
Causeway Bay Hong Kong

REPORT ON REVIEW OF INTERIM FINANCIAL
STATEMENTS TO THE BOARD OF DIRECTORS OF PAN
ASIA ENVIRONMENTAL PROTECTION GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial statements set out on
pages 21 to 44, which comprise the condensed consolidated
statement of financial position of Pan Asia Environmental Protection
Group Limited (the “Company”) and its subsidiaries as at 30
June 2010 and the related condensed consolidated statements
of comprehensive income, condensed consolidated statement
of changes in equity and condensed consolidated statement of
cash flows for the six-month period then ended and explanatory
notes (collectively the “Interim Financial Statements”). The Rules
Governing the Listing of Securities on the Main Board of The
Stock Exchange of Hong Kong Limited require the preparation of a
report on interim financial information to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard
34 “Interim Financial Reporting” (“HKAS 34”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”). The
directors of the Company are responsible for the preparation and
presentation of the Interim Financial Statements in accordance
with HKAS 34.

Our responsibility is to express a conclusion on the Interim Financial
Statements based on our review and to report our conclusion
solely to you, as a body, in accordance with our agreed terms
of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report.

e ————————

.
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SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard
on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity”
issued by the HKICPA. A review of interim financial statements
consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an
audit conducted in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to obtain assurance
that we would become aware of all significant matters that might
be identified in an audit. Accordingly, we do not express an audit
opinion.

CONCLUSION

Based on our review, nothing has come to our attention that
causes us to believe that the Interim Financial Statements as at 30
June 2010 is not prepared, in all material respects, in accordance
with HKAS 34.

CCIF CPA Limited
Certified Public Accountants
Hong Kong, 30 August 2010

Kwok Cheuk Yuen
Practising Certificate Number P02412
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Condensed Consolidated Statement of Comprehensive Income

BZE-Z—FFA=1TH1/X@A e For the six months ended 30 June 2010

BEAA=tHILAMEAR

Six months ended 30 June

—E-ZF —TETRF
2010 2009
Kzt AR¥FTT AREFT
Note RMB’000 RMB’000
(REEZR) (REEZ)
(Unaudited) (Unaudited)
EER Turnover 4 241,691 190,194
SHERKA Cost of sales (178,429) (133,763)
EF Gross profit 63,262 56,431
E bz Other revenue 1,775 9,594
HiF (E8E), WA Other net (loss)/income (2,452) 5,226
DR Distribution costs (242) (796)
1TERFAX Administrative expenses (14,089) (19,018)
HE s Other operating expenses (801) (435)
B & A AR Finance costs 5 - (1,677)
RREBL AR R Profit before taxation 5 47,453 49,325
FriSHi Income tax 6 (14,470) (12,563)
Mpm® _____ Profitforthe period 82,985 = S6762
HAHMZEmKA Other comprehensive income
(BHARKEHAE): for the period (after tax and
reclassification adjustment):
ME BEMEMEES Exchange differences
2T N R arising on translation into
presentation currency (595) (62)
(595) 62)
BMAZEWBAELE Total comprehensive income
for the period 32,388 36,700

F26E4AMAMNMERANP BRI B RERH—
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The notes on pages 26 to 44 form part of this interim financial
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BHE-Z—ZFEA=THI1LEA o For the six months ended 30 June 2010

BEAXA=1THILXEA
Six months ended 30 June

—E-ZF ZETNF
2010 2009
AR¥FT AREFT
RMB’000 RMB’000
(REER) (REEFEZ)
(Unaudited) (Unaudited)
AR AL R : Profit attributable to:
VIN/NEIEZ 2SN Owners of the Company 34,640 35,525
DER R Minority interests (1,657) 1,237
32,983 36,762
BUR A4S Total comprehensive income
ZHEWRALEE : attributable to:
KARER A Owners of the Company 34,045 35,463
DR R Minority interests (1,657) 1,237
32,388 36,700
SREF Earnings per share
BERREE Basic and diluted AR#4.335 AR 445
RMB4.33 cents RMB4.44 cents
FO6E44B WM FE AR R BB kA — The notes on pages 26 to 44 form part of this interim financial

pals

B e

report.
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Condensed Consolidated Statement of Financial Position

R-ZZE—ZTE,XA=+H e As at 30 June 2010

—E-ZF —EENF
~NA=+tH +=—A=+—8H
30 June 31 December
2010 2009
Kz AR¥FT ARMF T
Note RMB’000 RMB’000
(RBERZ) (EZ)
(Unaudited) (Audited)
kRBEE Non-current assets
T8 {57 & 5108 Prepaid lease payment 6,660 6,745
YIE ﬁ%&ﬂﬁ Property, plant and equipment 8 45,862 47,951
AtHESmEE Available-for-sale financial asset 6,850 6,850
59,372 61,546
REBEE Current assets
TENHEEIE Prepaid lease payment 169 169
FE Inventories 118,925 32,955
JEUNE 5 N HAEUFIE  Trade and other receivables 9 609,347 540,992
B IRITIFE K Pledged bank deposits 28,480 31,480
e RIRITERR Cash and bank balances 739,920 739,266
1,496,841 1,344,862
REBERE Current liabilities
RERITER Short term bank loan 16,478 16,478
FEfHE 5 N H b fE 20E Trade and other payables 10 230,482 140,968
BYUE & R FBUGK Deposits received and receipt
in advance 122,101 69,413
FEATHIE Tax payable 22,841 19,722
391,902 246,581
REEEZEE Net current assets 1,104,939 1,098,281
EEZEE Net assets 1,164,311 1,159,827
R R & Capital and reserves
[N Share capital 11 74,872 74,872
] Reserves 1,088,730 1,082,589
AATEEAEM Total equity attributable to
BB owners of the Company 1,163,602 1,157,461
DR RER Minority interests 709 2,366
R Total equity 1,164,311 1,159,827
if:§$A E-FFNA =+ BHERR Approved and authorised for issue by the board of directors on
RT3 o 30 August 2010.
EZE EZE
Director Director
//M

F26E4MBMMERAN T B B RERA—

#Bo o
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The notes on pagéé&G to 44 form part of this interim financial
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Condensed Consolidated Statement of Cash Flows

BZE-Z—FFA=1TH1/X@A e For the six months ended 30 June 2010

BZEAXA=1THILXEA
Six months ended 30 June

—E-EF —ZETRF
2010 2009
AREFT AREFT
RMB’000 RMB’000
(REX) (REEHEZ)
(Unaudited) (Unaudited)
REEKELE (A 2Re Cash generated from/
(used in) operations 32,050 (59,546)
2BIE Tax paid (11,351) (6,589)
KeEEBELE (FTA) 2 Net cash generated from/
BEFEE (used in) operating activities 20,699 (66,135)
RETHELECRSFE Net cash generated from
investing activities 4,188 96,910
RETETAZREFEE Net cash used in financing activities (23,638) (82,000)
ReRERRESEREM Net increase/(decrease) in
() F58 cash and cash equivalents 1,249 (51,225)
R—B—HBZE2E Cash and cash equivalents
ERBLEE at 1 January 739,266 849,298
Exge o HE Effect of foreign exchanges
rates changes (595) (62)
RARB=+HZERER Cash and cash equivalents
£ERELHER at 30 June 739,920 798,011

FBEA4E MM E RS AT BB HRR A —

B e

report. e

The notes on pages 26 to 44 form part of this interim financial
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—REHR

wIRIREBEBR AR ([RA2F]) ®
FREFESEMK LA —HEREER
ANEl - ERORBEBERZMER
AR ([BERZFT]) ER ET - XA A
2 FE {3 =5 55 Ho 4E A Cricket Square,
Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman
Islands * B X EEEMBIMIERE
BERRNEBEHRIFFHIRF LE302FE °

AREREWMBLR (5 [AEE])
T2RERER(TRER]) EmkRE
ZBUERIHE  ABERFEERTIERR
B RHERFREBEXRGEREE
A%

RREE

AREBEREREETHYBRRER
EERRPTES EMARR (T EMRARAD
ERREREARBTERGEAQ
S ([BEGMAE]) R cHES
AHERIEIAS [P M B HmE | ([FE
SETERAIE345% ) REL

ARBzNEEERET ([ET))
MARDEMBARZHEREERA
RE (TAR®]) - REEZEREKRE
FHIMBEBERUAARBZS KEE
RIARSN B REAEREOZ TR
2 o

GENERAL INFORMATION

Pan Asia Environmental Protection Group Limited (the
“Company”) was incorporated as an exempted company and
registered in the Cayman Islands with limited liability and its
shares are listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The addresses
of the registered office and principal place of business
are Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands and Suite 6302, The
Center, 99 Queen’s Road Central, Hong Kong respectively.

The Company and its subsidiaries (collectively referred to
as the “Group”) are principally engaged in the manufacture
and sale of environmental protection (“EP”) products and
equipment, undertaking of EP construction engineering
projects, provision of EP related professional services and
investment holding.

BASIS OF PREPARATION

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

The Company’s functional currency is Hong Kong dollars
(“HK$”) while the functional currencies of most of its
(“RMB”).
condensed consolidated interim financial statements is

subsidiaries are Renminbi These unaudited

presented in RMB, and are rounded to the nearest thousand,
unless otherwise indicated.
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BZE-Z—FFA=1TH1/X@A e For the six months ended 30 June 2010

BETEE

RECEZEREERPTBRER 2R
BTAESKAIEFTEEE  EET
cRMITENUNAFE (W@EA) ;T2 K
9|\ °

ARECEREE T BB RERAE
RZeRRERAEEEE_TTH
FT+_A=+—"RULFEZFEHHK
BRAmEE B ETAERRS -

FTHBRAZHERERBERNEFE2F
MR MR -

RAFEEE AEEEBRRAE
BEEE R R 2 T R
FTEER - BRI AR @ ([#a] R
R BB BHMELER])

BENHRSEN BRI RERASESE LB
(Bi1%) K ERU-FENFERME
REER 2L 2B
BRiREEl H-RRNERRMEREEN
(Bi1%) Lk

BROTBARR  GARBUMEEX

EAGHENEOE  AEKEMER

ERUBASENRIE  ERRAELBINGG

(f1%)

EEMHREENEN SENRLEEROARRY
CHEY BT

BENBASENRNE  EHafH
(#§37)

(BREBERERE FAEEADTRLEE
B8)-REFITH
w

Bk
z

ACCOUNTING POLICIES

The unaudited condensed consolidated interim financial
statements have been prepared on the historical cost basis
except for certain financial instruments, which are measured
at fair value, as appropriate.

The accounting policies used in the unaudited condensed
consolidated interim financial statements are consistent with
those followed in the preparation of the Group’s annual
financial statements for the year ended 31 December 2009,
except as described below.

Taxes on income in the interim periods are accrued using the
tax rate that would be applicable to expected total annual
earnings.

In the current interim period, the Group has applied, for
the first time, the following new and revised standards,
amendments and interpretations (“new and revised HKFRSs”)
issued by the HKICPA.

HKFRSs (Amendments) Amendment to HKFRS 5 as part
of Improvements to

HKFRSs 2008

HKFRSs (Amendments) Improvements to HKFRSs 2009

HKAS 27 (Revised) Consolidated and separate

financial statements
HKAS 39 (Amendment) Eligible hedged items
HKFRS 1 (Amendment) Additional exemptions for

first-time adopters

HKFRS 2 (Amendment) Group cash-settled share-based
payment transactions

HKFRS 3 (Revised) Business combinations

HK(IFRIC) — INT 17 Distributions of non-cash
. assetsto owners
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HRET YR EETERRES
B 5 S R F3R (BER]) REE
BRI ERAFE27TR (BIEFR]) 2R 5
WIRAE B I MEEREIR (K
71) - BA G ERF27H (BEFT)
REERHHMEBMERELER ZE
AHASEEASRSGEESFHEZ
BRGETHRBHRRLEZE -

& B IR EERIEISR (KEFT) -
FReEAIF27HR (BIER]) RER
HEMBEMBREEA ZETER
RBERETZRS  RlAEREARAE
B2 KRR %48 -

RNEMFT R EERERMERE
EAHAEBEAHEIBES
ZEREAT RV BRRYELE

7 8 B3 4% 42 B AN A T B AR (B 4
K2 AT R A STRR - BT A
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ACCOUNTING POLICIES (CONTINUED)

The Group applies HKFRS 3 (Revised)
Combinations” prospectively to business combinations for

“Business

which the acquisition date is on or after 1 January 2010.
The requirements in HKAS 27 (Revised) “Consolidated and
Separate Financial Statements” in relation to accounting for
changes in ownership interests in a subsidiary after control is
obtained and for loss of control of a subsidiary are also applied
prospectively by the Group on or after 1 January 2010.

As there was no transaction during the current interim period
in which HKFRS 3 (Revised) and HKAS 27 (Revised) are
applicable, the application of HKFRS 3 (Revised), HKAS
27 (Revised) and the consequential amendments to other
HKFRSs had no effect on the condensed consolidated interim
financial statements of the Group for the current or prior
accounting periods.

Results of the Group in future periods may be affected by
future transactions for which HKFRS 3 (Revised), HKAS 27
(Revised) and the consequential amendments to the other
HKFRSs are applicable.

The application of the other new and revised HKFRSs had
no effect on the condensed consolidated interim financial
statements of the Group for the current or prior accounting
periods.

The Group has not early applied the following new or revised
standards, amendments or interpretations that have been
issued but are not yet effective.
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2K (&)

BN BREER HoE-EERENMBREER
(B37%) 2!

BhREiRREME  BEALEE

(&§4T)

P

it

BROMERERE  HROF

(B37%)

BRUBEERARIE  ERMBREENETRHER

(B374) RAERELRETL
ARERS

BENBASENRE ERIA

B (FIREBRE EfsRELHT
2EZEE)-2E

145 (B3TR)

5 (BRuBRs2E  IRATARESRER

289)-2EF19%
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—A—B (WER) k2 RFARZFE

HifE AR

2 RIE-THF_A—AmZEREZ
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¢ RIE-EELA-HHIZKRFKZ
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FEHRAER

o R-TE-—=F—HF-BRZEMAKZ

FEHRAER

ACCOUNTING POLICIES (CONTINUED)

HKFRSs (Amendments)

HKAS 24 (Revised)

HKAS 32 (Amendment)

HKFRS 1 (Amendment)

HKFRS 9

HK(IFRIC) — INT 14
(Amendment)

HK(IFRIC) - INT 19

Improvements to HKFRSs 2010

Related party disclosures*

Classification of rights issues?

Limited exemption from
comparative HKFRS 7
disclosures for first-time
adopters®

Financial Instruments®
Prepayments of a minimum

funding requirement*

Extinguishing financial liabilities
with equity instruments?®

L Effective for annual periods beginning on or after 1 July 2010
and 1 January 2011, as appropriate

2 Effective for annual periods beginning on or after 1 February

2010

g Effective for annual periods beginning on or after 1 July 2010

& Effective for annual periods beginning on or after 1 January

2011

9 Effective for annual periods beginning on or after 1 January

2013
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ACCOUNTING POLICIES (CONTINUED)

HKFRS 9 Financial Instruments introduces new requirements
for the classification and measurement of financial assets and
will be effective from 1 January 2013, with earlier application
permitted. The Standard requires all recognised financial
assets that are within the scope of HKAS 39 Financial
Instruments: Recognition and Measurement to be measured
at either amortised cost or fair value. Specifically, debt
investments that (i) are held within a business model whose
objective is to collect the contractual cash flows and (i)
have contractual cash flows that are solely payments of
principal and interest on the principal outstanding are generally
measured at amortised cost. All other debt investments and
equity investments are measured at fair value. The application
of HKFRS 9 might affect the classification and measurement
of the Group’s financial assets.

The directors of the Company anticipate that the application
of other new and revised standards, amendments or
interpretations will have no material impact on the results
and the financial position of the Group.

SEGMENT REPORTING

The Group manages its businesses by divisions and all those
divisions are located in the People’s Republic of China (the
“PRC”). No operating segments have been aggregated to form
the following reportable segments.

e  Sale of EP products and equipment: this segment sells
EP products and equipment to external customers.
Currently the Group’s activities in this regard are carried
out in the PRC only.

e EP construction engineering projects: this segment
constructs EP engineering projects for
customers. Currently the Group’s activities in this regard

external

are carried out in the PRC only.

e Provision of EP related professional services: this
segment provides EP related professional services to
external customers and for Group companies. Currently
the Group’s activities in this regard are carried out in the
PRC only.
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(a)
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EREAEESRSRITHREEA
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N2 EE  BEMAE :

NHEEBRREMEENEE &
WEEMRBEE (REMEE
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HEREENEHRITER -
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4. SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

In accordance with HKFRS 8, segment information
disclosed in this interim financial statements has been
prepared in a manner consistent with the information
used by the Group’s most senior executive management
for the purposes of assessing segment performance and
allocating resources between segments. In this regard,
the Group’s senior executive management monitors
the results, assets and liabilities attributable to each
reportable segment on the following bases:

Segment assets include all tangible, intangible assets
and current assets with the exception of investments in
financial assets and other corporate assets. Segment
liabilities include trade and other payables attributable to
individual segments and short term bank loan managed
directly by the senior executive management.

Revenue and expenses are allocated to the reportable
segments with reference to sales generated and services
rendered by those segments and the expenses incurred
by those segments or which otherwise arise from the
depreciation or amortisation of assets attributable to
those segments. Inter-segment assistance provided by
one segment to another, is not measured.

This measure used for reporting segment profit
is “adjusted EBITDA” i.e. “adjusted earnings before
interest, taxes, depreciation and amortisation”, where
“interest” is regarded as included investment income and
“depreciation and amortisation” is regarded as including
impairment losses on non-current assets. To arrive
at adjusted EBITDA the Group’s earnings are further
adjusted for items not specifically attributed to individual
segments, such as directors’ and auditors’ remuneration
and other corporate administration costs.
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BRI ERERRERAHANE
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4. SEGMENT REPORTING (CONTINUED)

(a) Segment results, assets and liabilities

(Continued)

In addition to receiving segment information concerning
adjusted EBITDA, management is provided with segment
information concerning revenue (including inter-segment
sales), interest income and expense from cash balances
are borrowings managed directly to the segments,
depreciation, amortisation and impairment losses and
additions to non-current segment assets used by the
segments in their operations.
priced with reference to prices charged to external
parties for similar orders.

Inter-segment sales are

BERREMRRG RRERIRER RURRABSERE
Sale of EP products EP construction Provision of EP related @t
and equipment engineering projects professional services Total
“E-2F “E-3% -IENE CB-BF CETNE ZB-BE CIENF
2010 2009 2010 2009 2010 2009
ABBFT AEBTR AREFT AREFT AEETT ARETT AREFT
RMB’000 RMB’000  RVMB'000  RMB’000  RMB'000  RMB’000  RMB'000
BZAA=1HLARMEA Forthe six months
ended 30 June
REMDBERZ Reportable segment
ERhEe revenue from
external customer 226,562 13,114 31,316 2,015 10,045 241,691 190,194
AEbER/ Reportable segment profit/
(BR) (8% (loss) (acjusted EBITDA)
AstHlE BE
MEREHMMEH) 63,873 1,803 9,020 (1,762) 7,839 63,914 55,635
EHOWEE Reportable segment assets 300,069 201,118 221,944 13,615 6,318 514,802 452,606
ERHPERE Reportable segment liabilites 140,176 17477 111,197 16,254 10085 273,907 163,089
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4. DEB|E (&)
(b) 2HH WU - EFHEE

4. SEGMENT REPORTING (CONTINUED)

(b) Reconciliations of reportable segment

EEREBEBEZYHER revenues, profit or loss, assets and liabilities
BEASA=1THLAREA
Six months ended 30 June
—E-FF ZETNF
2010 2009
AR¥ T AREFr
RMB’000 RMB’000
e Revenue
2K E INBEP 2 Reportable segment revenue from
2HH MU= external customer 241,691 190,194
S5 A Profit
REINIEFZ Reportable segment profit
Bk vl derived from external customers 63,914 55,635
HoAth oS B E S Other revenue and other
(B518) A net (loss)/income (677) 14,820
P18 K 5 Depreciation and amortisation (2,738) (2,747)
Bl & R AR Finance costs - (1,677)
ADBCARE M ERT Unallocated head office and
corporate expenses (13,046) (16,706)
FE BB AR Consolidated profit before taxation 47,453 49,325
R-B-—ZF RZZEZTNF
AA=+B +ZA=+—H
At 30 June At 31 December
2010 2009
AR¥Fr AR Fr
RMB’000 RMB’000
BE Assets
ERHBEE Reportable segment assets 514,802 452,606
EREBermEE Non-current financial assets 6,850 6,850
ROBABE REEEE Unallocated head office and
corporate assets 1,034,561 946,952
TEEEE Consolidated total assets 1,556,213 1,406,408
BfE&E Liabilities
ERDELAE Reportable segment liabilities 273,907 163,089
FES IR Tax payable 22,841 19,722
AOBEBRTRCEARE Unallocated head office and
corporate liabilities 95,154 63,770
mEBAar Consolidated total liabilities _——""""391,902 246,581
=
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5. ERBLADER

6.

34

BRBAEFEMRGIA) KT &

5. PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging/(crediting):

18 :
BEANA=1THIEAEA
Six months ended 30 June
—E-ZF —ETANEF
2010 2009
AR¥T T ARETFr
RMB’000 RMB’000
(a) BMERA (a) Finance costs
(RS Interest on borrowings = 1,677
& R A AR ER Total finance costs - 1,677
(b) HMER (b) Other items
B 5 Amortisation 85 84
e Depreciation 2,653 2,663
g B R H B A Dividend and interest income (1,752) (6,959)
FRi8%i 6. INCOME TAX

BEXNA=1tRHILAEA

Six months ended 30 June

—E-ZF —ZETENEF
2010 2009
AREFT AREF T
RMB’000 RMB’000
BVAERFRIE — R B {h 3 Current tax — PRC enterprise
FriSHi income tax 14,470 12,563
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Z—FFNA=FTHIE/NEA e For the six months ended 30 June 2010

6. INCOME TAX (CONTINUED)

(i)

(if)

(ii)

An uniform enterprise income tax of 25% became
generally applicable to all domestic and foreign investment
enterprises established in the PRC, subject to certain
exceptions or exemptions with effect from 1 January
2008.

No provision for Hong Kong profits tax has been made
for the period ended 30 June 2009 and 2010 as the
Group’s income neither arises nor is derived from Hong
Kong.

On 26 June 2008, the Hong Kong Legislative Council
passed the Revenue Bill 2008 and reduced corporate
profits tax rate from 17.5% to 16.5% which is effective
from the year of assessment 2008/09. Hong Kong
Profits Tax is calculated at 16.5% (2009: 16.5%) of the
estimated assessable profit for the period.

Under the Enterprise Income Tax Law of the PRC
with effect from 1 January 2008 onwards, non-resident
enterprises without an establishment or place of business
in the PRC or which have an establishment or place
of business but the relevant income is not effectively
connected with the establishment or a place of business
in the PRC will be subject to withholding income tax
at the rate of 10% on various types of passive income
such as dividends derived from sources in the PRC. On
22 February 2008, the State Administration of Taxation
approved Caishui (2008) No. 1,
dividend distributions out of retained earnings of foreign

pursuant to which

investment enterprises prior to 31 December 2007 will
be exempted from withholding income tax. No deferred
tax liabilities in respect of the withholding income tax

on dividends has been recognised by the Group as the
Company controls the dividends policy of the Group’s
PRC subsidiaries.
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BR) 2 METFHEEHE -

BREBERF

HRARRREBEEZZT—ZTFA
A=+tAR=ZZEZNFSA=F
HIEBREORITEBRE 21T
BRHRRMHzFEHEmERS -
EmEs ST eTERRERE
NAE PG - TS R A48
ERFREARRF -

HE_ZT—ZFA=ZTHILAE
A AEEBEEVE BERREZ
PR AN 4B EE 40 A AR #564,0007T (=
T HE - AR%B06,0007T) © REE
—E-EFEXRNAZtTHLEANEATE
HE (BEZTSTAFAAA=THLR
@A : AR¥S550005T  EHESFH
Bl AR #47,0007T) ©

7. EARNINGS PER SHARE

(a)

(b)

Basic earnings per share

The calculation of basic earnings per share is based
on the profit attributable to owners of the Company of
approximately RMB34,640,000 (six months ended 30
June 2009: RMB35,525,000) and the weighted average
of 800,000,000 ordinary shares (2009: 800,000,000
shares) in issue during the interim period.

Diluted earnings per share

Diluted earnings per share equal to basic earnings per
share for the period ended 30 June 2010 and 30 June
2009 as the exercise price of the Company’s outstanding
share options was higher than the average market price
for shares for the period and therefore it is anticipated
that no share option to subscribe for the Company’s
shares will be exercised.

8. MOVEMENT IN PROPERTY, PLANT AND
EQUIPMENT

During the six months ended 30 June 2010, the Group

acquired property, plant and equipment with an aggregate
cost of approximately RMB564,000 (2009: RMB306,000). No
disposal has been made during the six months ended 30 June
2010 (six months ended 30 June 2009: RMB55,000, resulting
in a gain on disposal of RMB47,000).
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9. BWEZRHMEWRRE

FEWE 5 K H b R UG IR B AR DA T &
WkR R RRBE) - RO T
L

TRADE AND OTHER RECEIVABLES

Included in trade and other receivables are debtors (net
of allowance for doubtful debts) with the following aging
analysis:

R-E-—ZF RZEZNEF

~AB=+H +=—A=+—H

At 30 June At 31 December

2010 2009

AR¥TFT AERET T

RMB’000 RMB’000

BIHA Current 64,223 86,972

B HR DR {E A Less than 1 month past due 6,768 25,488

mH1 =3[ A 1 to 3 month past due 10,623 34,190

BHIBZ=12{E A 3 months to 12 months past due 102,401 29,973
JEIE 5 BR X Trade debtors, net of allowance

(MR R for doubtful debts 184,015 176,623

H b fE U 5K T8 Other receivables 45,696 51,022

B RAREE Less: Allowance for doubtful debts (147) (147)

45,549 50,875

JiE W — R B B A R 5RIE Amounts due from a related company = 2,028

B R EWGRIA Loans and receivables 229,564 229,526

TEfFRIE RIE® Prepayments and deposits 189,027 127,361

EREFEHITIEHIE Amount due from customers
for contract work 190,756 184,105
609,347 540,992

EWE B —REERMTHE - W
RIBE B AKX HERFEUER - M
EFREHZBERS —EMF2ER
HRET2EERES (—RRAVRE
BZ5%E20%) - AEBEAEEERAX
FETF-—EMEAZEES - B Lit
REEI  BREZERRFEHRR —F
AR T ERER A -

o

L

“;‘
B
-
-~ <
o

Trade receivables generally include the balances yet to be
due such as the quality retention monies (typically 5% to 20%
of the total contracted value) that retained by the customers
until the fulfilment of the warranty period of generally 1
to 2 years, receivable pursuant to the payment terms of
the respective contracts. The Group normally grants credit
its customers. Apart from those
mentioned retention monies, trade receivables are expected to

terms from 1 to 2 mont

be rgco‘Véred or recognised as expense within one year.
g &

-~
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BHE-Z—ZFA=THI/EA o For the six months ended 30 June 2010

10. BfHE 5 R H A KA 10. TRADE AND OTHER PAYABLES
ENESREMENRIERENTE Included in trade and other payables is trade creditors with
ERIE  HRBRBBERZERRD T the following aging analysis as of the end of the reporting
IR period:

R=-B—2F  H-ZTNF
xA=+tA +-A=t+-~8
At 30 June At 31 December

2010 2009
ARMTFT AREFT
RMB’000 RMB’000
0%230H 0 to 30 days 93,252 59,054
31Z260H 31 to 60 days 2,048 1,300
61290H 61 to 90 days 156 30
91£2180H 91 to 180 days 18,190 578
1812365H 181 to 365 days 1,310 4,592
3658 A £ Over 365 days 36,850 11,644
e 8 5 8RR Trade payables 151,806 77,198
FERT R H Atb FE T 58 Accruals and other payables 71,384 51,213
FEf D ERIR R FRIE Amounts due to minority shareholders 5,868 11,334
JENEEFIE Amount due to a director 1,424 1,223
LABSHPK ANET 2/ Financial liabilities measured at
TRIAE amortised cost 230,482 140,968
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11. BA& 11. SHARE CAPITAL
R4 E
Number of &8
shares Amount
FAR FET
[N Share capital ’000 HK$’000
EREBEC BT LB Ordinary shares of HK$0.1 each
JETE Authorised:
RZZZENF+=A= At 31 December 2009
N —ZFE—ZFFA=1H and 30 June 2010 4,000,000 400,000
EEITRER Issued and fully paid:
RZZEZNF+T_A=+—H At 31 December 2009 and
M=—E2—FFA=1H 30 June 2010 800,000 80,000
RZEENF+_A=+—8 Shown in the consolidated statement
=2 —ZFTFA=1+H of financial position at 31 December HBERARET74,872,0007T
ZEREMBIRR TR 25 2009 and 30 June 2010 Equivalent to RMB74,872,000
12. RERRKRE 12. RESERVES AND DIVIDENDS
(a) BE (a) Dividends
() JENAR B AP E (i)  Dividends payable to owners of the Company

attributable to the interim period

—E-FF —ETNF
2010 2009
AREFT AREFT
RMB’000 RMB’000
R BB ESIRX  No interim dividend declared
SRR B and paid after the interim
ZETNF  E) period (2009: Nil) = -
BEETEEMEEZ_ZE T The directors do not propose any interim dividend
FRA=TB1EAEA K for the six months ended 30 June 2010 (2009:
BEMPHARE (ZTT Nil).
) o [

3
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12, ERKRE (&) 12. RESERVES AND DIVIDENDS (CONTINUED)

(a) BRE (&)

(i) RABHREHERE XL
16151 B B 2 JE T K 1 A HE
BABRE

(a) Dividends (Continued)

(i) Dividends payable to owners of the Company
attributable to the previous financial year, approved
and paid during the interim period

BEAA=1tHIXEA
Six months ended 30 June

—ZE-ZF —ZETNEF
2010 2009
ARMTF T AREFT
RMB’000 RMB’000
A H HA HA RS b & S A Final dividend in respect of the
FEBBEFE 2R previous financial year,
& B &4 approved and paid during
(BZ2_ZEZhF the following interim period,
NA=1HIE of HK$4 cents per share
NEA  ZEIT) (six months ended
30 June 2009: HK$Nil) 27,904 =

(b) UARFGEHEZRHRZ

RARRZZZENFHATHEBEIR
BARRA] 2 IR EGT EIA TR 178
THREMEES  SREEA
8 K & 8 % 1117,800,00017 & A%
T o T BARER T 78 AREAR
AEl—RERABERIBIT LT
BARHER] - ZEFBIRER T
NEFERATHERE  WARZZE
—N\FREA+=RHZATEE - 17{F
BR2.818 T RERERLBE
BIRYZN A 5 3 B AR 60 N RE 39 4emh
E52.80/8 7T °

RBE-F-TEAASTAL

“TTNF E) o

40

(b) Equity settled share-based transactions

On 14 May 2008, 17,800,000 share options were granted
for HK$1 consideration per offer to Directors, senior
management and employees of the Company under
the Company’s share option scheme. Each option gives
the holder the right to subscribe for one ordinary share
of HK$0.1 each of the Company. These share options
vested on 14 May 2009, and will be exercisable until
13 May 2018. The exercise price is HK$2.81 and the
weighted average closing price of the Company’s ordinary
shares immediately before the grant was HK$2.80.

No options were exercised during the six months ended
30 June 2010 (2009: Nil).
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13. &IE 13. COMMITMENTS
(a) BEBAREIE (a) Capital commitments
AEE
The Group
R-IE—ZF RZZEZTNF
~NA=+tH +=ZA=+—H
At 30 June At 31 December
2010 2009
AR¥TFT ARMEF T
RMB’000 RMB’000
BREAWEZEETL Capital expenditure contracted for
BRI but not provided in the financial
R e B statements in respect of the
ZEARFE acquisition of
— M - BE KK — property, plant and equipment 86,026 51,296
(b) #R&FHEAIE (b) Operating lease commitments
REBEABERA : The Group as lessee:
NEBREEDSE 2 T By & The Group had commitment for future minimum lease
SHEMAEAN AR NRIERE payments under non-cancellable operating leases in
g 7 AEDHE R ¢ respect of the renting of promises which fall due as
follows:
R-E—ZF KRBT NF
~NA=+tH +=ZA=+—H
At 30 June At 31 December
2010 2009
ARB¥FT ARETF T
RMB’000 RMB’000
—FRN Within one year 837 135
E_FERF In the second to fifth
(BEEERSF) years, inclusive 1,326 =
2,163 185
_//%
= ;
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BHE_Z—

13. &IE (&)

(b) KEHERIE (&)
ANEEEASEEA
ANEFD RS ?dﬁthT\ﬂﬁHﬁ

BUAKXZEBEE MK LA
#

ZENA=+H1E/NEA e For the six months ended 30 June 2010

13. COMMITMENT (CONTINUED)

(b) Operating lease commitments (Continued)

The Group as lessor:

The Group had contracted with tenants for the following
non-cancellable future minimum lease payments receivables:

R-ZT—ZF RZZETNFE

~NA=+H +=—A=+—H

At 30 June At 31 December

2010 2009

AR¥FT AREFT

RMB’000 RMB’000

—F R Within one year 53 53
—FERF In the second to fifth years,

(BEERME) inclusive 89 124

142 177

14. RREE

42

AREBRECEIERBEBER IR
REHZETRRERNRIETITH
EmMERFFEMFZREAAR
HEFPRHEMRE AR AKH
NESED B MERANLEEZSE
BRIBEREBEZIRE ARAER
RE BEREAESHBRENER
tERMRHzRESHE (WH)
A EUAREE 27 E W BN
BREELBRTNTE

14. CONTINGENT LIABILITIES

The Group has provided product warranty to its customers
in respect of FGD construction work completed and certain
of its EP products sold for a warranty period ranging from
6 months to 2 years after project or product delivery. At the
same time, the Group has also received warranties in respect
of those construction work and equipment supplied from its
sub-contractors and suppliers. The directors of the Company
believe that the amount of crystalised warranty liabilities, if
any, in excess of the amount covered by the warranties given
by the sub-contractors and suppliers, will not have a material
adverse effect on the overall financial position or results of
operations of the Group.
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15. B A TR S 15. RELATED PARTY TRANSACTIONS

@ REE_TTENFR-ZT-TF (@) During the two period ended 30 June 2009 and 2010,

ANAZ=THIEMESE - BRRZ
EUHHRREMBOAEE LR

in addition to the transactions and balances disclosed
elsewhere in these financial statements, the Group

RGN NEFEESL T N5 entered into the following related party transactions:
BN TS -
BZ~A=1HLEXEAR
HEBA L 2EE REME For the six months ended 30 June
BHALER Relationship Nature of —E-ZF§ —ITTNEF
Name of related party with related party transaction 2010 2009
AREFTT AEETFT
RMB’000 RMB’000
BHMEEREE KARESE if‘éii B S HA 27 27
BRAT REPERREZR

Wuxi Xin Wei High
Temperature Ceramics
Co., Ltd.

A company in
which Mr. Jiang
Quanlong,

a director of the

Company, has an

equity interest

Receipt of
rental income

b) RBEE-_ZTTAEFR-

—EF (0)

NA=+THILHME - IE”QI@

The details of emolument of key management personnel
during the periods ended 30 June 2009 and 2010 are

AEZM@%%&WWT: set out as following:
BEANA=1+HIAER
Six months ended 30 June
—E-ZF —TTHF
2010 2009
AREFT ARETFr
RMB’000 RMB’000
e Fees 412 385
TE4T Bonuses =
ﬁm@ﬂ% Other emoluments 134 1,942
RN EIE R Contributions to retirement scheme 4 16
. 550 2,343
=
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16. EEIK 16. PLEDGE OF ASSETS
RZE—ZFFA=Z+B ' {BA At 30 June 2010, bank deposit of a subsidiary of approximately
7] 88 17 17 3 49 A R #28,480,0007T RMB28,480,000 (31 December 2009: RMB31,480,000)
(ZEZEAF+_A=+—"H: A was pledged to secured bank loan of approximately
R #31,480,0007T) B # ## + L & RMB16,478,000 and banking facility of approximately
BETFTHBAARITERODARE RMB15,671,000 (31 December 2009: RMB51,296,000)
16,478,000t X IR T M & A A R granted to the subsidiary.

15,617,000 (ZZEZ L F+ = A =
+—HB : AR%51,296,0007T) °

RZZE—ZTFA=Z+H WEBARA At 30 June 2010, a subsidiary had pledged buildings with
R MEE L AR ®899,0007T (= carrying amount of approximately RMB899,000 (31 December
ZZNF+_A=+—"H : &) HEE 2009: Nil) to secure short term bank loan of approximately
Y ERE TEREARBRRITER RMB9,000,000 granted to a creditor.

#) AR #9,000,0007T °

44



&

e @B IR EEH A\ R 2 F

Pan Asia Environmental Protection Group Limited



	封面
	目錄
	公司資料
	主席報告書
	管理層討論及分析
	其他資料
	中期財務報表審閱報告
	簡明綜合全面收益表
	簡明綜合財務狀況表
	簡明綜合權益變動表
	簡明綜合現金流量表
	簡明綜合中期財務報表附註
	封底

