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To Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”),
| am pleased to present the unaudited interim report of Pan Asia
Environmental Protection Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) for the six
months ended 30 June 2011.

FINANCIAL REVIEW

For the six months ended 30 June 2011, the Group achieved a
total turnover of RMB198.6 million. During the period under review,
several projects were completed in May and June and were ready
for clients’ testing and commissioning which were scheduled to
take place in July 2011. As such, revenue of approximately RMB80
million from these projects were not recognized in the reporting
period and resulted in a decrease of 17.8% in turnover compared
with the same period of last year. Overall gross profit amounted
to RMB29.0 million (six months ended 30 June 2010: RMB63.3
million) and gross profit margin was 14.6%. Keen competition
within the industry and increasing costs were the main reasons
for the decline. Profit attributable to owners of the Company
was approximately RMB5.7 million (six months ended 30 June
2010: RMB34.6 million). Net profit was 84.5% lower than the last
corresponding period with net profit margin of 2.6%. The Group’s
new business in respect of the production of wood wool cement
boards has not yet generated any revenue during the period under
review, but expenses on the development of such business have
been incurred and booked. As a result, the profit recorded in this
period was adversely affected. Earnings per share were RMBO0.72
cents (six months ended 30 June 2010: RMB4.33 cents).
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PROSPECTS

Water and Flue Gas Treatment Business: Continues to
Bring Promising Revenue to the Group

The Chinese economy is growing fast. Although rapid urbanisation
poses more challenges to environmental protection (“EP”), the
Government gives equal support to EP in the People’s Republic of
China (the “PRC”), which is favourable to the development of related
businesses. EP is one of seven key emerging industries under the
Twelfth Five-Year Plan. Entering 2011, the Central Government
launched a series of measures to improve the environment,
including planning on water and waste treatment. The Central
Government will invest RMB450 billion on urban water treatment.
The Group believes that strong support from national policies will
boost demand for EP products and services in the PRC, and create
more opportunities for it.

Water treatment business continues to bring stable income to
the Group in 2011. Currently, the Group has 27 contracts on
hand which worth a total value of RMB361.9 million. The Group
will continue to expand its scope of business from the existing
construction operation to large-scale industrial water treatment,
construction and operation projects in order to generate new
income, increase cashflow and return on investments.

Environmentally Friendly Construction Materials
Business: A New and Future Growth Driver with
Enormous Potential

Apart from the sale of traditional EP products and equipment,
wood wool cement board will be the focus of the Group’s future
development. The Group is well aware of stricter requirements
placed on construction materials and the policy to build more
subsidised housing for the public in the PRC, and therefore the
Group expanded into the environmentally friendly construction
materials business by entering into an exclusive agreement with
Eltomation BV of the Netherlands in 2010. Under this agreement,
the Group has exclusive right to introduce the world’s most
advanced wood wool cement board production lines to the Greater
China.
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Wood wool cement board is an environmentally friendly inorganic
energy conservation construction material that is made from
cement, eco-friendly and fast growing timber, and nontoxic
chemical addictives after high pressure processing. This material
is widely used overseas because of its distinctive features of heat
preservation and fire resistance, along with sound-proof, moisture-
proof, mould-proof and insect repelling properties. It also does not
contain formaldehyde or any other volatile organic compounds. The
benefits of wood wool cement board make it a perfect material for
renovation and wall construction, in particular, for residential and
commercial buildings requiring heat conservation, high durability
and energy saving.

The Group has participated in various exhibitions to promote the
product to governmental organisations and property developers.
Market response has been positive and some potential developers
have expressed interest in the product. The Group is planning a
construction demonstration project in Jiangsu province in an effort
to increase the popularity of using this quality wall construction
material.

The Group’s first production line of wood wool cement board
has commenced production while two other lines will be installed
by the end of this year. These production lines are expected to
generate contributions to the Group’s results in 2012. The Group
plans to build three new production lines in Yixing by the end of
2012. Consequently, overall production capacity is expected to
reach approximately 900,000 m® once the six production lines all
commence production. It is expected that new production lines
will be built under the production facilities in Anhui and Liaoning
provinces.

The Group strongly believes that environmentally friendly and green
building related industries will continue to grow rapidly, while the
wood wool cement board will draw significant market attention.
Amidst a green building trend, the Group has utmost confidence
in the outlook of the EP industry and long-term development of
EP business.
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DIVIDEND

The Board recommended withholding dividend payment for the six
months ended 30 June 2011 (2010: Nil), 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 heartfelt gratitude to all our staff for their hard work and tireless
dedication to the betterment of the Group. | would also extend my
appreciation to all the shareholders as they have supported the
Group to grow its existing businesses steadily and expand to the
new environmentally friendly construction material business. My
thanks further go to our shareholders, investors, clients, suppliers
and business partners for their constant support.

JIANG Quanlong
Chairman

Hong Kong, 30 August 2011
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BUSINESS REVIEW

As an integrated EP services provider in the PRC, the Group
mainly designs and manufactures water and flue gas treatment
products and equipment, as well as sells pipes. It also undertakes
EP construction engineering projects and provides EP related
professional services. As at 30 June 2011, the Group continued to
focus on the sale of pipes, water and flue gas treatment products
and equipment. It also continued to expand the EP business
through the addition of wood wool cement production lines. During
the period under review, the Group had 60 engineers with different
professional qualifications and experience in providing customised
EP solutions to customers across different industries.

SALE OF EP PRODUCTS AND EQUIPMENT

During the period under review, sale of EP products and equipment
recorded a turnover of approximately RMB192.3 million, accounting
for roughly 96.8% of the Group’s total turnover.

Sale of Water Treatment Products and Equipment

The water treatment systems produced by the Group are mainly
used to process industrial and urban wastewater. The water
treatment business generated turnover of approximately RMB157.7
million, accounting for 82.0% of the segmental turnover.
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Sale of Flue Gas Treatment Products and Equipment

Following the Twelfth Five-Year Plan, the construction of wastewater,
flue gas desulphurization (“FGD”) and flue gas denitrification
(“DeNOx”) treatments have gained strong support from the Central
Government. These projects require huge investments and large
operational scale. Therefore, the Group believes that projects for
construction of and investment in FGD and DeNOx systems will
generate significant contributions in the future. In the past, the
Group mainly provided FGD services to power plants; however, as
there is more room for development in the iron and steel, cement
and glass industries, the Group began providing services to these
market segments. In 2011, the Group planned to further expand
its business scope to DeNOx. The Group believes projects for
construction of DeNOx system for thermal power plants is a main
direction that the Group will take in the future and is currently
bidding for several projects.

During the period under review, the Group completed 3 projects
related to the sale of equipment for flue gas treatment, contributing
turnover of RMB20.6 million to the Group, representing 10.7% of
the segmental turnover.

Sale of Pipes

In addition to providing clients with comprehensive EP solutions,
the Group also produces fibreglass-reinforced plastic pipes with
diameters of up to 2,000 mm at its Yixing workshop. Total
annual production capacity is estimated at approximately 172,680
metres. During the period under review, the Group completed 3
contracts related to the sale of pipes, which generated turnover
of approximately RMB14.0 million, accounting for 7.3% of the
segmental turnover.

EP CONSTRUCTION ENGINEERING PROJECTS

In addition to providing clients with comprehensive EP solutions,
leveraging its extensive industry expertise, professional research
and development capabilities and technologies, the Group has
been providing one-stop EP solutions to many clients. During
the period under review, this segment recorded turnover of
approximately RMB1.1 million, accounting for about 0.6% of the
Group’s total turnover.
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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. As a holder
of Grade A engineering design certificates, SEEDRI is qualified
to undertake engineering design for all environmental projects.
During the period under review, the Group won a number of
new design and consultancy contracts. EP related professional
services continued to generate stable income to the Group. It
recorded a turnover of approximately RMB5.2 million, accounting
for approximately 2.6% of the Group’s total turnover.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2011, total assets of the Group amounted to
RMB1,547.9 million, RMB104.9 million more when compared to
RMB1,443.0 million as at 31 December 2010. Increase in total
assets was mainly due to implementation of the new wood wool
cement board production facilities and increase of inventories. The
Group’s total liabilities as at 30 June 2011 were RMB337.1 million
(31 December 2010: RMB237.2 million). The main reasons for the
increase in total liabilities were the increase in trade and accounts
payables and deposits received and receipt in advance. As at 30
June 2011, the Group had bank loans totalling RMB9.0 million
(31 December 2010: RMB9.0 million). The Group monitored its
capital on the basis of the gearing ratio. The ratio is calculated as
total debt divided by total equity of the Group. Total debt to equity
ratio of the Group expressed as a percentage of interest bearing
loans and other borrowings over the total equity was 0.7% as at 30
June 2011 (81 December 2010: 0.7%). The Group’s cash and cash
equivalents amounted to RMB613.9 million as at 30 June 2011.

10
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EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES

Business transactions and liabilities of the Group are largely
denominated in Renminbi (“RMB”) and Hong Kong dollar (“HKD”).
The Group adopts a conservative financial policy and the majority
of its bank deposits are in RMB and HKD. As at 30 June 2011,
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 2011, the Group did not have any derivative for hedging
against both the interest and exchange rate risks.

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 June 2011, the Group had a capital expenditure
commitment amounted to RMB67.8 million. (31 December 2010:
RMB91.5 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 crystallised 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 2011, the Group had approximately 250 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.

11
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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 2011.

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
2011.

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 to 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 2011.

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 interim
financial statements of the Company and its subsidiaries for the
six months ended 30 June 2011. 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
(the “HKICPA”).

12
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RZZE——F R NA=+TH ' KRARESZ KT
BBHRA AR REREEZE (FRRESH
LEAEIRD [BH REBEGED ] EXVEL) 2
f&fn - MBI REH P B RIEE S L
EIRPIEIL21FA BN AR RIFE 2 B i fft
W - AR BIRESTAIZBAE AR R R A
ERGMBRRAR ([BRAT]) 2w oK
BT

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’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ITS
ASSOCIATED CORPORATIONS

As at 30 June 2011, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQ”)) as recorded in the register
maintained by the Company pursuant to section 352 of the SFO, or
as otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code were as follows:

RAEQXNTRDRABBERGD ZES Interests in the shares and underlying shares of the
Company
BATETR HERT
(AR E) RAEB DL
BEERHMEE Equity Percentage of
EEfR EEHE Number of derivatives issued share
Name of Director Nature of interest shares held (share option) capital
(K1) (Hiat1k5)
(Note 1)  (Notes 1 and 5)
R L 600,000,000 (L) 75.00%
Jiang Quanlong Corporate interest (Matok4)
(Notes 2 and 4)
BEmiEm 400,000(L) 0.05%
Beneficial interest
&= EEER 600,000,000 (L) 75.00%
Jiang Lei Corporate interest (K1:#3%4)
(Notes 3 and 4)
BEm i 400,000(L) 0.05%

Beneficial interest
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BRAESTETA HE BT
(RBRRRE) BRABDEE
BEERMEE Equity Percentage of
EEHA ERHE Number of derivatives  issued share
Name of Director Nature of interest shares held (share option) capital
(Bfit1) (Hist1R5)
(Note 1)  (Notes 1 and 5)
BinE BEmiEs 2,500,000(L) 0.3125%
Fan Yajun Beneficial interest
HH EmitEm 1,000,000(L) 0.125%
Gan Yi Beneficial interest
87K EniEn 500,000(L) 0.0625%
Lai Wing Lee Beneficial interest
2151 BEnEn 500,000(L) 0.0625%
Leung Shu Sun, Sunny Beneficial interest
THRE B 500,000(L) 0.0625%
Wang Guozhen Beneficial interest
RARBCEER 47 2 s Interest in the shares of associated corporation
IEARESEE
28T
BREBD L
Percentage of
BHEEERHEE issued share
B EE AR Number of capital in
EENE MY Name of associated ordinary the associated
Name of Director Nature of interest corporation shares held corporation
B B Praise Fortune Limited 300 (L) 49.92%
Jiang Lei Beneficial interest (Hiat124)

(Notes 1 and 4)

14
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FRILIRREEREN EERN 25
£ o

% £600,000,0000% Hx 13 LAPraise Fortune
Limited & & & 50 © ¥ R #E % & J9Praise
Fortune LimitedZ%—%% WIREES R
B 1515 4% 45 & ¥ /5 Praise Fortune Limited
FrB 2 km 2 s -

# %600,000,0000% % 17 LAPraise Fortune
Limitedz & BT HETHBEE &
EEHEBRITRADABRERLE BEXL
AR R LZLTHEE H49.9% * 49.9% K
0.2% - IREFEFEFLKEBEKRD - BREEW
18 A Praise Fortune Limited s & 2 %
ks o

Praise Fortune Limited A& —Z——4F/X A
=+HZBEBITRMBE A1 RERAEE
1T Z B » % F601A A% 1D Ty B & 2 5k
E(BITESE) EA300RMD - miEEL
EHEB300 N KRBT RLZ I HA1E
f%{5 - Praise Fortune Limited 2 M —% % A
WITESERERE MBTIRLZLT AR
REELAEZEE -

ZERGDEARANEHREE (FRERER
BA) BB BREATS R e R R D s
BRIFIEEN T X BB E -

B EXFREEIN R -E——FRXA=F
B EEMTHASBERAR R REEM
AR 2 BRI - ARERDHESTE
BEMESIORR

Notes:

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

2. 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.

3. 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.

4.  The total number of issued shares in Praise Fortune Limited as at 30
June 2011 is 601 shares of USD1 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.

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

Save as disclosed above, as at 30 June 2011, neither the Directors
nor the chief executive had any interest or short positions in any
shares, underlying shares or debentures of the Company or any

of its associated corporation.
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SHARE OPTION SCHEME

TELF A The Company adopted a share option scheme (the “Share Option

TR—HBBREREMN—EERE Scheme”) pursuant to a resolution of the sole shareholder of the
2 (TR ERED  BREAEFTS LD Company passed on 1 December 2007. The Share Option Scheme
HAZHE RZZE——FRA=+H &K complies with the requirements of the Listing Rules. As at 30 June
N AR IR B AR R AT &1 1 % 216,800,000 2011, there were options relating to 16,800,000 shares granted by
f&B(n 2 BB AR T B - 7B EEHR the Company pursuant to the Share Option Scheme which were
A ANAFIBERE 2 ZE3HIWT -

valid and outstanding. Movements in the Company’s share options
during the period under review were as follows:

BREZA
Number of Share Options
Rk
B/
BHE/
BAX

THEE iy WA Exercised/ ®n

BT —E—-F B4 Cancelled =—Z——%

BB Exercise HEBH ATELE -BA-H Granted Lapsed A~BE=1H

Date of Price  Vesting Exercisable As at during  during the As at

Grant HKD  Period Period 1/1/2011  the period period 30/06/2011

ERE 14/5/2008 2.81  14/5/2008 to 14/5/2009 to 400,000 - - 400,000
Jiang Quanlong 13/5/2009 13/5/2018

B& 14/5/2008 2.81  14/5/2008 to 14/5/2009 to 400,000 - - 400,000
Jiang Lei 13/5/2009 13/5/2018

PEE 14/5/2008 2.81  14/5/2008t0  14/5/2009t0 2,500,000 - - 2,500,000
Fan Yajun 13/5/2009 13/5/2018

H% 14/5/2008 2.81  14/5/2008t0  14/5/2009to 1,000,000 - - 1,000,000
GanYi 13/5/2009 13/5/2018

X F 14/5/2008 2.81  14/5/2008t0  14/5/2009 to 500,000 - - 500,000
Lai Wing Lee 13/5/2009 13/5/2018

16
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BREHA
Number of Share Options
RER
BT/
Bt/
BAX
fEE ® WEIR  Exercised/ R®
BT —E--F B®H  Cancelled =—Z——-%
BHEH Exercise REH AfTEEE -A-H Granted Lapsed ~A=tH
Date of Price  Vesting Exercisable As at during during the As at
Grant HKD  Period Period 1/1/2011  the period period 30/06/2011
2 14/5/2008 2.81 14/5/2008 to 14/5/2009 to 500,000 - - 500,000
Leung Shu Sun, 13/5/2009 13/5/2018
Sunny
THRY 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
RHAHESR 14/5/2008 2.81 14/5/2008 to 14/5/2009 to 12,000,000 - (1,000,000) 11,000,000
Continuous contract 13/5/2009 13/5/2018 (Hizt)
employees (Note)
17,800,000 - (1,000,000) 16,800,000
Hiat Note:
REEZ_ZET——F~NA=t+HLENEA- 1,000,000 share options were lapsed due to resignation of senior

1,000,0007 B EE SR ERABHFEME X management during the six months ended 30 June 2011.
B e
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FERRRADTARG RBEKRSD

ZHEBRRR

RZF——FR A=1H BARREEK
TTBAREFTA > THIAL (RABESRHIT
BABERRSN) RAR B Z By SRR
BREBREES MNP ERPIEXVEEE2R3
D EBZ AR AR B R A RLER N AR A
RiEREH M IS GDIE336KF E 2 B

SUBSTANTIAL SHAREHOLDERS’ INTERESTS

AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

So far as is known to the Directors and chief executive of the
Company, as at 30 June 2011, the following persons (other than
the Directors or chief executive of the Company) had interests or
short positions in the shares or underlying shares of the Company
as recorded in the register required to be kept by the Company
under Section 336 of the SFO:

NZERIORA
RAEATRGRAEBRM 2 &R Interests in the shares and underlying shares of the
Company
HERT
RPEH
BASTETR BABS
(BRE) Approximate
FERAPEE Equity  percentage of
Eg EEME Number of derivatives  total number of
Name Nature of interest shares held (share option)  issued shares
(Hizt1) (Hriz1)
(Note 1) (Note 1)
Praise Fortune Limited (#7z2) gy gt 600,000,000 (L) 75.00%
Praise Fortune Limited (Note 2) Beneficial interest
BaLE (F1i23) RSN FE R 600,000,000 (L) 75.00%
Mr. Jiang Xin (Note 3) Interest of a controlled
corporation
BRERL (i) ALt 600,000,000 (L) 75.00%
Ms. Qian Yuanying (Note 4) Interest of spouse
fofdiE s 400,000(L) 0.05%
Interest of spouse
FEmLt (fzs) ALt 600,000,000 (L) 75.00%
Ms. Li Jingru (Note 5) Interest of spouse
iRt (Hizt6) [T g 600,000,000 (L) 75.00%
Ms. Chai Yongping (Note 6) Interest of spouse
ALl 400,000(L) 0.05%

Interest of spouse
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1. FEILEEBALRBS ARG 2
A -

2. Praise Fortune Limited®—=Z——4 /XA
=+ RZBEETRO B RE01REGREE
1EITLZ B » Ze01IRR D TRzt E
(MITESZ) EB300M MMM ABSLE
HABEI00 A0 KRBT R L T HBIRER
1% ° Praise Fortune Limited 2 i — & 5= A#
TEFBRERE -

3. ®%EMR1DLAPraise Fortune LimitedZ %3
ERUTHEERS  EMAEHTRA
MEZLTE BEXERBRHEZTHA
B #49.9% * 49.9%%0.2% 1R & &
HFREEED - %% EWAR AR Praise
Fortune Limited TS B 2 IR P HEE #Ex -

4. BUREZTTHBERELLEZER  Bitw
BRARBEREAERRRER 228 RN
PR -

5. EBMILNEBELZRE NS
BRI IR A 2 2 HR 1 5
B -

6. HAERLNBEELZRE IR
ARBRSEEHEARAE 22 HIRG PR
B -

R EXFREEIN  R-F——F A=
B ARBREEMAL (KRREERIT
BARER RSN & RE R AR B B dn E B A
MAREEERIAR °

Notes:

1. The Letter “L” denotes the person’s long position in the shares/
underlying shares.

2. The total number of issued shares in Praise Fortune Limited as at 30
June 2011 is 601 shares of USD1 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.

3. 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.

4. 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.

5. 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.

6. 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.

Save as disclosed above, as at 30 June 2011, the Company has
not been notified by any person (other than the Directors or chief
executive of the Company) who had interests or short positions in
the shares or underlying shares 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 22 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
2011 and the related condensed consolidated statement 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 certain 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.
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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 the 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 2011 are not prepared, in all material respects, in accordance
with HKAS 34.

CCIF CPA Limited
Certified Public Accountants
Hong Kong, 30 August 2011

Kwok Cheuk Yuen
Practising Certificate Number P02412
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L5000

BEAA=tHILAMEAR

Six months ended 30 June

—E2——F —T-FF
2011 2010
Kzt AR¥ T AREFr
Note RMB’000 RMB’000
(REER) (REgEZ)
(Unaudited) (Unaudited)
R Turnover 4 198,551 241,691
SHE A Cost of sales (169,554) (178,429)
E | Gross profit 28,997 63,262
H bz Other revenue 1,535 1,775
HAth )% &5 18 Other net loss (175) (2,452)
SRR Distribution costs (1,142) (242
TR Administrative expenses (19,365) (14,089)
H R AR Other operating expenses (964) (801)
& AR Finance costs 5 (292) _
B& Ft A1 555 Kl Profit before taxation ) 8,594 47,453
FTiSHi Income tax 6 (3,468) (14,470)
HI s F Profit for the period 5,126 32,983
HAHEMZEmKA Other comprehensive income
(R EEHAR) : for the period (after tax and
reclassification adjustments):
HE G INETE I TS Rk Exchange differences
ZIEH =58 on translation of financial
statements of foreign operation (161) (595)
(161) (595)
HAZHEUW AL Total comprehensive income
for the period 4,965 32,388

FOTEMAENMERANT BB RERE—

W5 -

22
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BHEZZ——F/~A=1HIL/NMAA e For the six months ended 30 June 2011

BZEASA=1THILAEA
Six months ended 30 June

—E2——F —T-ZF
2011 2010
Kzt AR¥ T AREFT
Note RMB’000 RMB’000
(REER) (REEZ)
(Unaudited) (Unaudited)
AT AT RE(LSF : Profit attributable to:
RNATHEE A Owners of the Company 5,740 34,640
FEVE AR 2 Non-controlling interests (614) (1,657)
5,126 32,983
LN AL FELS Total comprehensive income
2HEWAELE : attributable to:
RAREA A Owners of the Company 5,579 34,045
JEFERE Non-controlling interests (614) (1,657)
4,965 32,388
SREF Earnings per share 7 ARM0.725 AR#4.33%
HOR N #5s Basic and diluted RMBO0.72 cents RMB4.33 cents
FOTE4AB WM FE AR BB ik /) — The notes on pages 27 to 44 form part of this interim financial
B o report.
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FRBEE
ENEEFE
UE = g
AR ESREE

RBEE
BNHEERA
L

FEUWE 5 K H A 5RIR

EHEIRRITER
Re RIRITHEER

REBEE
K HRIRITER

B 5 R EAM RN TRIR

Bl R FaK R
FENBIR

REBEEFE
REERRBEE

FRBEE
EEBBRIE

EEFE
BRAS Ktk
LN
Gl

RRTHEEA
FEfL S 4R

FEERER
B

KEFEN_T——FN\A=THHUERRK

T -

FTRA BN FEAARTHYEHRRA—

#5 -

=F——F

NA=1H

30 June

2011

Kt ARMFT
Note RMB’000
(REER)

(Unaudited)

Non-current assets
Prepaid lease payment
Property, plant and equipment
Available-for-sale financial asset

Current assets
Prepaid lease payment
Inventories
Trade and other receivables
Pledged bank deposits
Cash and bank balances

Current liabilities
Short-term bank loan
Trade and other payables
Deposits received and receipt
in advance
Tax payable

Net current assets

Total assets less current liabilities

Non-current liabilities
Deferred tax liabilities

Net assets

Capital and reserves
Share capital
Reserves

Total equity attributable to owners
of the Company

Non-controlling interests

Total equity

30 August 2011.

EZE

Director

report.

10

11

45,242
200,149
6,850

252,241

959
124,797
541,083

14,900
613,934

1,295,673

9,000
151,240

151,795
20,237

332,272
963,401
1,215,642

(4,852)
1,210,790

74,872
1,135,788

1,210,660
130

1,210,790

EF

Director

31 December
2010

ARET T
RMB’000

(Je =)
(Audited)

6,576
175,881
6,850

189,307

169
33,750
529,803
4,500
685,503

1,253,725

9,000
109,703

92,448
21,204

232,355
1,021,370
1,210,677

(4,852)
1,205,825

74,872
1,130,209

1,205,081
744

1,205,825

Approved and authorised for issue by the Board of Directors on

The notes on pages 27 to 44 form part of this interim financial
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REXBELECRSE

EBLE

REFPELEZHREFR

REED (iR, EEz

REFH

BMETBAARAREFE

RERBESEEY RY),/
HINE &

R—A—BREER
RE%EY

EXSFH o8

RAAB=THZAER

ReZEY IRER
RITE R

FOTEMENMERANTBH B REN —

#B o

Cash generated from operations

Tax paid

Net cash generated from
operating activities

Net cash (used in)/generated from
investing activities

Net cash used in financing activities

Net (decrease)/increase in
cash and cash equivalents

Cash and cash equivalents
at 1 January

Effect of foreign exchanges
rates changes

Cash and cash equivalents
at 30 June, represented by
cash and bank balances

report.

BEAA=tTHLLAEA

Six months ended 30 June

———%
2011

ARE T
RMB’000

(RBEXR)
(Unaudited)

9,198

(4,435)

4,763

(75,883)

(292)

(71,412)

685,503

(157)

613,934

—E—ZF

2010
AREF T
RMB’000
(REEEZ)
(Unaudited)

32,050

(11,351)

20,699

4,188

(23,638)

1,249

739,266

(595)

739,920

The notes on pages 27 to 44 form part of this interim financial
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BimE | med o
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RE& (TAR®]) - REEZPHMB
BRAARKEZS BREERIHAN
YA AERELZ TR -

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 sales of
EP products and equipment, undertaking EP construction
engineering projects, manufacture of EP construction
materials, provision of EP related professional services in the
PRC and investment holding.

The unaudited 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 and the Hong Kong Accounting Standard
34 “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”).

The Company’s functional currency is Hong Kong dollar (“HK$”)
while the functional currencies of most of its subsidiaries
are Renminbi (“RMB”). These unaudited interim financial
statements are presented in RMB and rounded to the nearest
thousand, unless otherwise indicated.
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L5000

FXA=1HI1E/NMEA o For the six months ended 30 June 2011

ACCOUNTING POLICIES

The unaudited 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 interim
financial statements are consistent with those followed in the
preparation of the Group’s annual financial statements for the
year ended 31 December 2010, 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) Improvements to HKFRSs

issued in 2010

HKAS 24 (Revised) Related party disclosures

HKAS 32 (Amendments)

Classification of right issues

HK(FRIC)-Int 14
(Amendments)

Prepayments of a minimum
funding requirement

HK(IFRIC)-Int 19 Extinguishing financial liabilities

with equity instruments

The adoption of the above new and revised HKFRSs has
had no significant financial effect on the Group’s financial
statements.

The Group has not early applied any of the following new
and revised standards, amendments or interpretations which
have been issued but are not yet effective for the current
accounting period.
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FXA=1+H8I1E7NEA e For the six months ended 30 June 2011

ACCOUNTING POLICIES (CONTINUED)

HKAS 1 (Amendments) Presentation of items of other
comprehensive income*

HKAS 12 (Amendments) Deferred tax: Recovery of
underlying assets?®

HKAS 19 (Revised) Employee Benefits®
HKAS 27 (Revised) Separate financial statements®
HKAS 28 (Revised) Investments in associates and

joint ventures®

HKFRS 1 (Amendments)  Severe hyperinflation and
removal of fixed dates for
first-time adopters’

HKFRS 7 (Amendments) Disclosures: Transfer of
financial assets!

HKFRS 9 Financial instruments®

HKFRS 10 Consolidated financial
statements®

HKFRS 11 Joint arrangements?®

HKFRS 12 Disclosure of interests in

other entities®

HKFRS 13 Fair value measurement®

U Effective for annual periods beginning on or after 1 July 2011

2 Effective for annual periods beginning on or after 1 January
2012

8 Effective for annual periods beginning on or after 1 January
2013

s Effective for annual periods beginning on or after 1 July 2012

While the adoption of those changes will result in changes in
the accounting policy, the changes are unlikely to have any
significant impact on the Group.
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FXA=1HI1E/~MEA o For the six months ended 30 June 2011

SEGMENT REPORTING

The Group manages its business by divisions and all those
divisions are located in the PRC. In a manner consistent
with the way in which information is reported internally to
the Group’s Chief Executive Officer for the purposes of
resource allocation and performance assessment, the Group
has presented the following four reportable segments. No
operating segments have been aggregated to form the
following reportable segments.

e  Sales 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
undertakes EP engineering construction projects for
external customers. Currently the Group’s activities in
this regard are carried out in the PRC only.

o 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.

o Manufacture of EP construction materials: this segment
manufactures and sells EP construction materials to
external customers, main product is wood wool cement
board. Currently the Group’s activities in this regard are
carried out in the PRC only.
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T——FNA=1tHIE/NAA e For the six months ended 30 June 2011

For the purposes of assessing segment performance
and allocating resources between segments, the Group’s
Chief Executive Officer monitors the results, assets and
liabilities attributable to each reportable segment on the
following basis:

Segment assets include all tangible 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
Group’s Chief Executive Officer.

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.

The measure used for reporting segment profit is
“adjusted EBITDA” that is, “adjusted earnings before
interest, taxes, depreciation and amortisation”, where
“interest” is regarded as including 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.

In addition to receiving segment information concerning
adjusted EBITDA, the Group’s Chief Executive Officer is
provided with segment information concerning revenue
(including inter-segment sales), interest income and
expense from bank balances and borrowings managed
directly by the segments, depreciation, amortisation and
impairment losses and additions to non-current segment
assets used by the segments in their operations. Inter-
segment sales are priced with reference to prices charged
to external parties for similar orders.
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4. SEGMENT REPORTING (CONTINUED)

(@) Segment results, assets and liabilities (Continued)

RRER RURR
HERR IRER HBEERE HERR
EmkifE EP Provision of IRYH
Sale of EP construction EP related Manufacture of
products and engineering  professional EP construction @it
equipment projects services materials Total
ANEETFT ARETFT ARETFT AREFT ARETFT
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
BZ-Z——-F5xA=1tH Six months ended 30 June 2011
L8R
RENPZREZ Reportable segment revenue
EFn = from external customers 192,235 1,106 5,210 - 198,551
ERAPEF /(BB) Reportable segment profit/(loss)
(BEZZAFE FiB - (adjusted EBITDA)
MERBEAMET) 26,549 (2,451) 5,210 - 29,308
HBZ-ZE-ZFFXA=1H Six months ended 30 June 2010
1L~ A
REMNPEFZ Reportable segment revenue
SRS from external customers 226,562 13,114 2,015 — 241,691
2HRHTWEF /(BR) Reportable segment profit/{loss)
(%2 R5FIS B+ (adjusted EBITDA)
REREHEAHEN) 63,873 1,803 (1,762) - 63,914
ERIDEE Reportable segment assets
“Z—% A=1H 30 June 2011 458,961 167,965 10,753 251,014 888,693
—Z-Z#+-F=+—8 31 December 2010 392,066 163,898 613 156,392 712,969
ERIVERE Reportable segment liabilities
—2—%,A=1H 30 June 2011 181,710 82,375 3,838 329 268,252
—“Z-FF+-F=+—H 31 December 2010 18,101 130,308 12,069 5 160,478
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4. SEGMENT REPORTING (CONTINUED)

(b) Reconciliations of reportable segment

EEREBEZHE revenues, profit or loss, assets and liabilities
BZEASA=1THIAREA
Six months ended 30 June
—E——F —E-FF
2011 2010
AREFT ARMF T
RMB’000 RMB’000
Wz Revenue
REINBEEZ Reportable segment revenue from
2D W external customers 198,551 241,691
il Profit
REINPEFZ Reportable segment profit
23Ry E A derived from external customers 29,308 63,914
EAh U as R E AR Other revenue and other
FEA S (FEE) net income/(loss) 1,360 (677)
e I 5 Depreciation and amortisation (3,206) (2,738)
Bl & A AN Finance costs (292) -
RAFRBE KA R Unallocated head office and
corporate expenses (18,576) (13,046)
RE BRI AR Consolidated profit before taxation 8,594 47,453
R=-Z——%F NZE—ZF
~A=tE +=A=+-8
At 30 June At 31 December
2011 2010
AREFT ARETT
RMB’000 RMB’000
BE Assets
ERHPEE Reportable segment assets 888,693 712,969
EREBEREE Non-current financial assets 6,850 6,850
RAOTBIE R AREE Unallocated head office and
corporate assets 652,371 723,213
EREE Consolidated total assets 1,547,914 1,443,032
BfE Liabilities
EROEAEE Reportable segment liabilities 268,252 160,478
ENFEAE Current tax liabilities 20,237 21,204
EERTEEE Deferred tax liabilities 4,852 4,852
RAoEBH LR AT EE Unallocated head office and
corporate liabilities 43,783 50,673
mERaR Consolidated total liabilities 337,124 237,207
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5. BRBIANER 5. PROFIT BEFORE TAXATION
BREAEAMENR, GEA) L T& Profit before taxation is arrived at after charging/(crediting):
18 :

BZEASA=1THIEAEA
Six months ended 30 June

= —FFF
2011 2010
AR¥FT AREFT
RMB’000 RMB’000
(a) RERA (a) Finance costs
BER—FREHERZ Interest on bank advances wholly
RITEFZFIE repayable within one year 202 =
FERBEmIERATEYEZ Total interest expenses on
ERAGBEZHNE financial liabilities not at fair
X g value through profit or loss 292 =
(b) EIRA (BIEEEME) (b) Staff costs (including directors’
emoluments)
A ERFGRIRET S Contributions to defined
contribution retirement plans 698 500
T8 - e kHMER Salaries, wages and other benefits 6,795 5,661
7,493 6,161
(c) HfbEH (c) Other items
b Amortisation 84 85
FEMKA Cost of inventories 137,104 161,985
e Depreciation 3,122 2,653
P& B R F B A Dividend and interest income (1,452) (1,752)
KEHEER Operating lease charges
e/ EXi kR — Property rental 499 517
— &t — Equipment 3 -
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HEXNA=1TRHILAEA

Six months ended 30 June

—E——F —ET-TF
2011 2010
AR¥EFTT ARETF T
RMB’000 RMB’000
BV EAR I8 Current Tax
B EEPTIS PRC enterprise income tax
— REE — current year 3,468 14,470

(i

(i)

(iv)

ARRARENRE R ZE S KL
2B RBBRMNAEHR -

—ETNF-H—BH&  RH
Bz BEBRARIIEERED
FEBRM2% 28 —EME
HBER - MEE T HISNKER BRI o

HRAEBRALIEREEE
£ MIEXREFE HBE_F
—EFER-_F——FXA=1H
L BAfR AN SR B gL BB RS A
R B

BEFEEREEE - EFRBEK
YR ECERIINREEENE
K B A% B 7B B 210%78 1 F7 o
HHEETE —_ZEEN\NF—A—HE
A BRAR-_ZEZLF+ =8
=+ —HEHNEF o fx B E N
BiEEEMBRIAERAHSG
ZHE - A IRBRER R HRTE
FemMAEBMST  BRAKEXA
10% > At - AEBE AR R E
KRB ARR T )\ F—
A—BUBELENAEFTD IR
[ BBMENR - tEZZEZEN
F— F— HA%REH B KA K
BRAAMESRASEEFME -
AEBRBEERBEER @ BRE
EHIBEEE  EwmMIBARRR
LHIRE DB R % e I R 35
ERBF o KRB EFHTEFRA
AEENESER  RESEB
ME BRI EBUR -

AN A AV EL AR AR 32 A 2 BB I
IS & o

(i)

(i

(i)

(iv)

The Company and its subsidiaries established in the
British Virgin Islands are not subject to income tax.

A 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 periods ended 30 June 2010 and 2011 as the
Group’s income neither arises in, nor is derived from
Hong Kong.

Pursuant to the New Enterprise Income Tax Laws, a 10%
withholding tax is levied on dividends declared to foreign
investors from foreign investment enterprise established
in the PRC. The requirement was effective from 1 January
2008 and applies to earnings after 31 December 2007.
A lower withholding tax rate may be applied if there is a
tax arrangement between the PRC and the jurisdiction of
the foreign investors. For the Group, the applicable tax
rate is 10%. The Group is therefore liable to withholding
taxes on dividends distributed by those subsidiaries
established in the PRC in respect of earnings generated
from 1 January 2008 onwards. The Group recognised
deferred tax liabilities in respect of expected distributable
earnings from its subsidiaries established in the PRC
since 1 January 2008 with reference to the Groups’
dividend policy, no matter whether such earnings have
been declared or not by the subsidiaries at the end of
the reporting period. The Directors of the Company will
review the funding requirements of the Group from time
to time and revise the dividend policy of its subsidiaries
as appropriate.

There are no income tax consequences attaching
to the payment of dividends by the Company to its
shareholders.
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(a)

(b)

BREXER

BREARNBMNTHIERARRABESR
AN FEAE 3= FI 4 A R#5,740,0007T
(Bz2_Z—ZFFNA=F+HIEA
@ A : AR #34,640,0007T) &
BRI E 2£17800,000,000/% & 57 A%
(= ZF — Z 4 : 800,000,000/%)
ZINEFHEEE -

BREFRR

HRARRARBE-_T——FRX
A=+RAEK=ZZE—ZTFX A=+
B HRMRITERBREZITE
ERHABRND 2 FAHERS
AmBE ST EITEERERE
ARBED - BEREERNHE
ENERELRAF

ME - BERRERE

BHE-_ZT——F X NA=1+AHILEAHE
A RAEEEEVE BERREZ
AR #) B A R #27,394,000T (=&
—ZF : AR¥564,0007T) - REE
—E——FXA=tHILEAEAYE
BETEMHE (BE_Z—ZTF A=
THIEANEA &) -

L5000

FXA=1HI1E/~MEA o For the six months ended 30 June 2011

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 RMB5,740,000 (six months ended
30 June 2010: RMB34,640,000) and the weighted
average number of 800,000,000 ordinary shares (2010:
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 periods ended 30 June 2011 and 30 June
2010 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 2011, the Group
acquired property, plant and equipment with a cost of
approximately RMB27,394,000 (2010: RMB564,000). There
is no disposal during the six months ended 30 June 2011 (six
months ended 30 June 2010: Nil).
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W E 5 & H it B FRIE 9. TRADE AND OTHER RECEIVABLES
JEWE SRk EAEWRIEBIENTE Included in trade and other receivables are debtors (net
Wk IR (DR RERE ) - HERE DT of allowance for doubtful debts) with the following aging
LN analysis:
R=-T——F RZZTE—FF
AXA=+RA +ZA=+—H
At 30 June At 31 December
2011 2010
AR¥FT AR F T
RMB’000 RMB’000
0E 30K 0 to 30 days 66,344 104,110
31E60X 31 to 60 days 22,415 20,057
61E90K 61 to 90 days 9,188 5,003
91E 180K 91 to 180 days 5,086 25,438
1812365K 181 to 365 days 51,013 27,471
365K A = over 365 days 33,382 26,373
U B SR (F1 RERBME) Trade debtors, net of allowance
for doubtful debts 187,428 208,452
H At pE U SR8 Other receivables 120,447 132,422
s REREHE Less: Allowance for doubtful debts (147) (147)
120,300 132,275
B R WA Loans and receivables 307,728 340,727
TER R RiRe Prepayments and deposits 97,971 72,430
H b AT U [B] F B Other tax recoverable 14,310 1,769
FBIREF A& TEIE Amount due from customers for
contract work 121,074 114,877
541,083 529,803
AEEREERNELPETIZ2EAZ The Group normally grants credit terms from 1 to 2 months
EEH -BRESIRE-—REELRE to its customers. Trade receivables generally include the
HIER R - WARIE R B B A 2 TR balances yet to be due such as the quality retention monies
BB AEFREEZBRABIE2 of approximately RMB67,613,000 as at 30 June 2011 (31
FZRABBTRILELZEERFER December 2010: RMB72,981,000) (typically 5% to 20% of
HE-Z——FRXA=TEHNRAR the total contracted value) that are retained by the customers

¥ 67,613,000 (ZE—ZT&+= 8
=+—H: AR#®¥72,981,0007T) (—
BREBEHBBEZE%E20%) °

respective contracts.

until the fulfilment of the warranty period of generally 1 to 2
years and receivable pursuant to the payment terms of the
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10. ENES R EMENRIER

ENE 5 REMENRAREATE
RIE - ERBESHREIN 2R D

10. TRADE AND OTHER PAYABLES

K53

Included in trade and other payables are trade creditors with
the following aging analysis as at the end of the reporting

T : period:

R-ZB——F R-IZE—FF
ANA=+H +ZA=+—H
At 30 June At 31 December
2011 2010
AR¥TFT ARMEF T
RMB’000 RMB’000
0&30H 0 to 30 days 55,175 10,024
31E60H 31 to 60 days 2,580 304
61290H 61 to 90 days 704 1,383
91£180H 91 to 180 days 1,286 958
1812365H 181 to 365 days 1,310 1,930
3658 LA £ Over 365 days 42,056 44,426
FENE SRR Trade payable 103,111 59,025
FEEt N B fh fE A~ O Accruals and other payables 43,255 45,888
JEftE =008 Amount due to a director 1,589 1,531
FEA BB A R IR Amount due to a related company 14 5

DE AT ENESRAE Financial liabilities measured at
amortised cost 147,969 106,449
HAth pE S R BB TE Other PRC tax payable 3,271 3,254
151,240 109,703
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11. IR 11. SHARE CAPITAL
BAEE
Number of &5
shares Amount
FHE FET
‘000 HK$°000
FREEO. 1B LAY R Ordinary shares of HK$0.1 each
JRIE ¢ Authorised:
R-E—ZFE+-_HA=+—HEK At 31 December 2010 and
—E——%XA=+H 30 June 2011 4,000,000 400,000
BEITRAC : Issued and fully paid:
R-ZE—ZTFE+-_F=1+—HEK At 31 December 2010 and
—E——%XA=1+H 30 June 2011 800,000 80,000
R-E—ZEF+-_A=1+—HK Shown in the consolidated statement
—T——®FXNA=FtHZ of financial position at 31 December HERAR#74,872,0007T
e MBRARAZS 2010 and 30 June 2011 Equivalent to RMB74,872,000
12. FERRKRE 12. RESERVES AND DIVIDENDS
a) RE a) Dividends
() JETAELE]HE A F AR (i)  Dividends payable to owners of the Company
= attributable to the interim period

EETEEREE_F——
FRA=THIEREAAK

BEAPHERE (ZF-F Nil).

FE)

The Directors do not propose any interim dividend
for the six months ended 30 June 2011 (2010:
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12. RERRE (&)

40

a)

b)

BE (&)

(i) R BRI ER B S

L5000

FXA=1HI1E/~MEA o For the six months ended 30 June 2011

12. RESERVES AND DIVIDENDS (CONTINUED)

a)

Dividends (Continued)

(i) Dividends payable to owners of the Company

E 1R FE S AR attributable to the previous financial year,
FIEBNARE approved and paid during the interim period
BEXNA=tHLEAEA
Six months ended 30 June
—B——fF —E-TF
2011 2010
AR#¥FT AREFT
RMB’000 RMB’000
AR ERER R #tfE RS2 A No dividend in respect of the
EREFBREE RS previous financial year was
AT (HEZZ—ZF approved and paid during
NA=ZTBHIESNER : the interim period,
FRR4ENL (B (six months ended 30 June 2010:
RARKS.49%)) HK$4 cents per share
(equivalent to RMB3.49 cents)) - 27,904

URAEEZRORS

AARRZEENFAHATIA
BIEAR R 2 BRI AE 51
BTHRERMEES  SRER
A B K& B #% 117,800,00017 B8
BRiE - SERER TIFE AR
BARNF—REREER1BT
ZEBROET - ZEHERERN
“ETNFRATHNBERE I
AAR-—ZFE—N\FRA+=BZH
I TEER281BTL B
EERERE BRI ARRRE
AR Y hnE 5 U Th (B /2.8078

ﬁ:o

RBEE_ZT——FA=1+AHL
ANEA AR EREEAEE
£ + 1,000,00017 & AR #E 2k 28 (=
T—TF )

REBEE-_ZT——F~A=1+H1

—E—TF |,

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.

1,000,000 share options were lapsed due to resignation
of senior management during the six months ended 30
June 2011 (2010: Nil).

No options were exercised during the six months ended
30 June 2011 (2010: Nil).
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13. &iE 13. COMMITMENTS
a) BEAREAE a) Capital commitments
rEH
The Group
R=—TB——F N_ZE—ZF
ANA=t+H +=—A=+—8H
At 30 June At 31 December
2011 2010
AR#FT AREFT
RMB’000 RMB’000
BRKEDSE - BE Capital expenditure contracted for
SE L PARE LS but not provided in the financial
BARRYMEHREIEL statements in respect of the
B EARFRT acquisition of
property, plant and equipment 67,807 91,546
b) R&EHEHEIE b) Operating lease commitments
REBEEREEA : The Group as lessee:
REBFBHEEY R 2 T HEHL The Group had commitment for future minimum lease
EHEMAERARLN&EHE payments under non-cancellable operating leases in
SRR AR BER AT respect of the leasing of premises which fall due as
follows:
R-T——F RZE—TF
AB=+HR +=ZA=+—H
At 30 June At 31 December
2011 2010
ARH¥FT AREFT
RMB’000 RMB’000
—FA Within one year 1,479 855
FEEFRF In the second to
(BREEREME) fifth year inclusive 1,547 981
fiEzpc ke More than five years 814 824
3,840 2,660
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13. FIE (&) 13. COMMITMENTS (CONTINUED)
b) KEEHERE (&) b) Operating lease commitments (Continued)
AREFEEALTEA ¢ The Group as lessor:
ANEE D RS at LA TR A A 4808 The Group had contracted with tenants for the following
FEWRAKREEEESNAFITILE non-cancellable future minimum lease payments
4 receivables:

R-ZE——%F RZE—FF
ANA=+H +TZHA=+—H
At 30 June At 31 December

MH

2011 2010

AR F T AE¥FT

RMB’000 RMB’000

—FR Within one year 53 53
EEFRF In the second to

(BIEEEMST) fifth year inclusive 44 71

97 124

14. RAEE 14. CONTINGENT LIABILITIES

$’% BEr IR TRREH Y The Group has provided product warranties to its customers

ETEAELN IR TRERMNE in respect of construction work completed and certain of its

BAEEHREZIEEBHRNAEETEIE EP products sold for a warranty period ranging from 6 months

HEDREZ B AEETESR to 2 years after project completion or product delivery. At the

DB R ERE e I%i same time, the Group has also received warranties in respect

R (RE K G BERE of those construction work and equipment supplied from its

BREE {%%g@ﬁﬂ/\@ﬁ&{ﬁygﬁ sub-contractors and suppliers. The Directors of the Company

Frigft v R4 %m (A) ey believe that the amount of crystallised warranty liabilities, if

RNREF VIEAT BRI EEEE any, in excess of the amount covered by the warranties given

H B ARFZLE - 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.

42



—Z——FhBmE
Interim Report 2011

ERAR S PR I SRR o
Notes to the Condensed Consolidated Interim Financial Statements

BEZZ——F/~A=1HIL/NMAA e For the six months ended 30 June 2011

15. BBA LR S 15. RELATED PARTY TRANSACTIONS
a) REE_Z—ZFR_ZT—F 2)  During the two periods ended 30 June 2010 and 2011,
NA=ZTHIEMESRRB - BRRZ in addition to the transactions and balances disclosed
EUBEREREMITMDATEEZR elsewhere in these financial statements, the Group
S REFIN  NREBFILT T entered into the following related party transactions:
BEALRS :

BEARA=1tRHLEAEAR
For the six months
ended 30 June

BB A T ZEE REME
BEHALER Relationship Nature of —E——F —ET-EF
Name of related party with related party transaction 2011 2010
AREFTT AEETT
RMB’000 RMB’000
BEHFERRREBRAR ARREEERLE - WERAE WA 27 27
Wuxi Xin Wei High BRBELTENETER Receipt of
Temperature gy T /NG rental income
Ceramics Co., Ltd. A company in which
Mr. Jiang Lei and
Mr. Jiang Quanlong,
Directors of the
Company, have
beneficial interest
BRI (R E) ek pkt ARRIEEHREE & (9) -
BRATA BRELENERES Payment of
Osham (China) Fluarescent BnEm AR rental expenses
Materials Co., Ltd. A company in which

Mr. Jiang Lei and
Mr. Jiang Quanlong,
Directors of the
Company, have
beneficial interest
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15. BB AL R 5 (&)

LS
%

RE-T-FER-F——F
A= +H¢%ﬁ TEERE
ABZBSHERIITT

15. RELATED PARTY TRANSACTIONS

(CONTINUED)

D) The details of emoluments of key management personnel
during the periods ended 30 June 2010 and 2011 are
set out as following:

BEZA~A=1THIEXEAR
Six months ended 30 June

—F——F —TFF

2011 2010

ARBF T ANRETT

RMB’000 RMB’000

we Fees 340 412
TE4L Bonuses - =
H b i< Other emoluments 148 134
RORETEIE IR Contributions to retirement scheme 4 4
492 550

16. EEIK

RZE——FXA=+TH fBA
A R 177 R4 A K #14,000,0007T
:g_g¢+_ﬂ:+ E-AE
#4,500,0007T) B T & # - LA B
BETHBRARZRITHENOARYE
19,300,000t (ZZE — T F + = B
=+—H : AR¥2,800,0007T) °

—TE——FXA=+H W8
A AR 1T F 3 A A K #900,0007T
(ZE—ZTF+A=+—HB:F)B
B TFRT - MMEAHMEB LR RINIRR
RIBER TRRZ2ER -

\
2

R—ZZFE——F~A=ZFTH KM@
B 4 A K #¥860,0000T 2 & £ ¥
—E—ZTF+-A=+—H: AR
#880,0007T) B IR F R 1T - LA
BETHBARRPRITERARE
9,000,000 (ZE—ZEF+=A=+
—H : AKR#¥9,000,0007T) °
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16. PLEDGE OF ASSETS

A bank deposit of a subsidiary of approximately
RMB14,000,000 as at 30 June 2011 (31 December 2010:
RMB4,500,000) was pledged to secure a banking facility
of approximately RMB19,300,000 (31 December 2010:
RMB2,800,000) granted to the subsidiary.

A bank deposit of a subsidiary of approximately RMB900,000
as at 30 June 2011 (31 December 2010: Nil) was pledged to
a bank as security in respect of the performance bond issued
in favour of the subsidiary under EP construction engineering
projects.

A building with a carrying amount of approximately
RMB860,000 as at 30 June 2011 (31 December 2010:
RMBB880,000) was pledged to a bank to secure a short-
term bank loan of RMB9,000,000 (31 December 2010:
RMB9,000,000) granted to a subsidiary.
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