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Chairman’s Statement

On behalf of the board of directors (the “Board”), | am pleased
to present the unaudited interim results 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 2009.

FINANCIAL REVIEW

For the six months ended 30 June 2009, the Group achieved
a total turnover of RMB190 million, 33.6% lower than that in
the same period last year. The Group sold less products and
equipment and deferred works on certain projects because of
the global financial turmoil. As a result, overall gross profit of
the Group dropped to RMB56.4 million (six months ended 30
June 2008: RMB134 million) with gross profit margin at 29.7%.
Profit attributable to owners of the Company was approximately
RMB35.5 million (six months ended 30 June 2008: RMB81.6
million) and net profit was 56.5% lower than that of the previous
corresponding period.

DIVIDEND

The Board recommended withholding dividend payment for the
six months ended 30 June 2009 till year end to be included in
the final dividend for the year to be distributed to shareholders.
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Chairman’s Statement (Continued)

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 2009, the Group had 50 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 2009, the global financial crisis continued to
affect various industries and created immense operational
pressure on manufacturers. As a result, fewer contracts have
been awarded to the Group and also some projects had to be
postponed. However, with the Chinese government introducing
the RMBA4 trillion economic stimulus package and more relaxed
monetary policies in the second quarter, the Chinese economy
stabilised allowing the Group to gradually resume works on its
projects. Furthermore, the Chinese authorities continued to
push forward with plans outlined in the country’s Eleventh Five-
Year Plan with development of green industries as a major
objective. Though commercial activities were slack, local
governments had continued to invite tenders for different public
EP projects which benefited the EP industry and mitigated the
impact of the economy downturn on the industry.

SALE OF EP PRODUCTS AND EQUIPMENT

This segment is responsible for selling pipes, and water and
flue gas treatment products and equipment. During the period
under review, it recorded a turnover of approximately RMB149
million, accounting for over 73.5% of the Group’s total turnover.

Pan Asia Environmental Protection Group Limited 5
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Chairman’s Statement (Continued)

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
23 water treatment sales contracts during the period, which
generated turnover of RMB140 million, accounting for 93.9%
of the segmental turnover. Last April, the Group signed a
Sewage Reduction Outline Agreement with the Bengbu City
Government in Anhui Province. Testing and commissioning of
one of the projects covered in the agreement is close to
completion and the earnings from it will be recognized in the
second half of the year. Two other projects will begin in the
second half year and are expected to bring profits to the Group
in 2010. Furthermore, the Group is considering taking part in
the water treatment project in Taihu in Wuxi, Jiangsu Province.

Sale of Flue Gas Treatment Products and
Equipment

The flue gas treatment systems of the Group are used by
various industries to process polluting waste gas generated
during production. Currently, the Group is negotiating a number
of new projects with customers. During the period under review,
the segment did not contribute any 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 total annual
production capacity estimated at approximately 172,680 metres.
During the period under review, the pipe workshop produced
around 8,100 metres of pipes at the average utilisation rate of
approximately 4.7%. The Group completed 2 contracts related
to sale of pipes, which generated a turnover of approximately
RMB9.0 million, accounting for 6.1% of the segmental turnover.
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Chairman’s Statement (Continued)

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 RMB31.3 million, accounting for approximately
16.5% of the Group’s total turnover. The Group has undertaken
three government projects in Xiangwei, Hunan and Lianyungang,
Jiangsu, and related results were recognized for the period
under review according to their progress. The testing and
commissioning of these projects and related settlements are
expected to be completed in the second half of the year.
Moreover, the Group started work on a flue gas desulphurisation
project in Henan in May, which is expected to bring profit in
2010.

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 RMB10.0 million, accounting for around 5.3% of
the total turnover of the Group.
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Chairman’s Statement (Continued)

With governments around the world committed to counter
impacts from the financial turmoil, the global economic
environment is steadily recovering. The PRC government has
also stepped up efforts in promoting development of the EP
industry. These phenomena are conducive to the overall healthy
development of the industry. In its economic stimulus package,
the PRC government highlighted the emphasis on building an
ecologically friendly environment and pledged support to energy
conservation and emission reduction projects. The government
has also started important preliminary researches to facilitate
the mapping out of the country’s “Twelfth Five-Year Plan” with
flue gas denitrification (“DeNOx”) added as a major focus on
top of flue gas desulphurisation (“FGD”) so as to reduce nitric
oxide emissions.

Looking ahead, Pan Asia will operate its business with prudence
and continue to consolidate its position in the EP market in the
PRC. It will also strive to capture opportunities bred by supportive
government policies and explore growth potential in the market.
The Group currently has about 22 EP contracts of total worth
approximately RMB330 million on hand.

In the second half of 2009, wastewater treatment business will
remain as the Group’s major income source, however, the
Group will also seek to gradually expand flue gas treatment and
related product production businesses. Moreover, the Group
plans to form strategic alliance with an environmental protection
company of a large PRC power group. A joint venture company
will be set up to produce catalyst used in the “Selective Catalytic
Reduction Denitrification” (“SCR DeNOx”) System. Pan Asia
will own not less than 35% equity interest in the joint venture
company and will participate in financial management and
sales and distribution of the product in certain regions. The two
parties will fully apply their respective strengths and collaborate
on all EP and EP-related areas, and jointly participate in bidding
for domestic EP engineering projects and explore overseas
markets including involving in EP projects in relation to
construction of power plants in emerging markets such as
India.
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Chairman’s Statement (Continued)

Furthermore, the Group has been active in developing new EP
businesses including clean energy businesses. In September
this year, it proposed to acquire approximately 20% equity
interest in Jiangsu E Motors Company Limited in the business
of producing electric vehicles, motive batteries and other related
products. A letter of intent to purchase shares was signed with
the vendor at the proposed total consideration of RMB60 million.
The Group also plans to develop other clean energy businesses
and explore renewable forestry resources.

To maintain steady growth of its businesses in the long run, the
Group will adhere to its active yet prudent development strategies
and make the best use of its abundant cash. Apart from water
and flue gas treatment businesses, it will continue to enhance
competitiveness and expand business scope by looking carefully
for merger and acquisition targets and other investment
opportunities.

As at 30 June 2009, total assets of the Group amounted to
RMB1,218 million, RMB76 million less when compared to
RMB1,294 million as at 31 December 2008. The Group’s total
liabilities as at 30 June 2009 were RMB194 million, a decrease
of RMB94 million as compared to RMB288 million as at 31
December 2008. The drop in total liabilities was the result of
repayment of short term bank loan of RMB82 million. The
Group had no bank loan as at 30 June 2009 (31 December
2008: RMB82 million). Its total equity was RMB1,109 million as
at 30 June 2009, RMB42 million more than the RMB1,067
million as at 31 December 2008. The Group’s cash and cash
equivalents amounted to RMB798 million as at 30 June 2009.

Pan Asia Environmental Protection Group Limited O
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Chairman’s Statement (Continued)

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 2009, the Group did not have any
foreign currency bank liability, foreign exchange contracts,
interest or currency swaps or other financial derivatives for
hedging purpose. 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
2009, 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 2009, the Group had no capital expenditure
commitment.

The Group provides maintenance services 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, it enjoys warranties
for the work and equipment from its sub-contractors and
suppliers. The directors of the Company believe that the amount
of crystallized warranty liabilities, if any, in excess of the amount
covered by the warranties given by sub-contractors and
suppliers, will not have any material adverse effect on the
overall financial position or operating results of the Group.

HUMAN RESOURCES

As at 30 June 2009, the Group had approximately 360 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 shoulder by individual director.
Apart from the basic remuneration and statutory benefits required
by laws, the Group also provides discretionary bonuses based on
its results and performance of the individual employee. The Group
also has an employee share option scheme in operation.
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Chairman’s Statement (Continued)

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

The Company and its subsidiaries did not purchase, sell or
redeem any of the Company’s listed securities during the six
months ended 30 June 2009.

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 2009.

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 2009.

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.

Pan Asia Environmental Protection Group Limited 1
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Chairman’s Statement (Continued)

BHBEZBY AUDIT COMMITTEE

RARABENIEREZEE  UERKER An audit committee has been established by the Company to
NEE 2 B 75 0E R B AR DA Ko A B 1% o A2 review and supervise the financial reporting process and internal
FroBZEEBGIHARA =B LI control procedures of the Group. The audit committee comprises
ﬁi%iﬁﬁi ERLZESRBHASEE three independent non-executive directors. The audit committee
ZEAFANA=1HLLREHA ﬂiﬁ“ has reviewed the financial statements of the Company and its
*22 EF' HBmE - Wi BEEFSE subsidiaries for the six months ended 30 June 2009. At the
ZJi RARINEZBEMERBEREEE®E request of the Board of Directors, the Company’s external
ARG R EBEHEECERFE 24105 auditors have carried out a review of this unaudited interim
ERNAREER PRV BRE - financial statements in accordance with Hong Kong Standard
on Review Engagements 2410 issued by the Hong Kong Institute

of Certified Public Accountants.

B APPRECIATION

RAANERREFEREEEEHEEET On behalf of the Board and the management, | would like to

RERBHTH  202EREAEENR express my gratitude to all staff for their hard work and dedication

N URERAERE - KEE -BP - #E to the Group during the review period. My thanks also go to our

HAREBEHNBAZIRBUARLHE - shareholders, investors, clients, suppliers and business partners
for their tireless support.

585 b W R A B DESPATCH OF INTERIM REPORT AND
PUBLICATION ON WEBSITE

HEAANTABE_ESEHhEAA=1THI The interim report containing full details of the Company’s
NE A REE P ED IS Y B unaudited interim results for the six months ended 30 June
e N —FENENA=+HKET 2009 will be despatched to all its shareholders and be published

=R FLEBENRAD G P on the websites of the Company (www.paep.com.cn) and of the
(www.paep.com.cn) B & B 3 BT 49 UG Stock Exchange (www.hkexnews.hk) on or before 30 September

(www.hkexnews.hk) T & 2009.

AEESM By Order of the Board

EY JIANG Quanlong

BREE Chairman

E% . —EERENA+HE Hong Kong, 17 September 2009
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Other Information

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save for the information disclosed in the section headed “Material
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 2009, 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 (“SFQO”),
or as otherwise pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies were as follows:

Pan Asia Environmental Protection Group Limited 13
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Other Information (Continued)

BEESHA
HEMEx&EH HERTRF
Number of BFEHEIR Bl
securities/amount (W) Percentage
EERR Eany of registered Equity derivatives of issued
Name of Director Nature of interest capital held (share option) share capital
(Het1) (Kt 5)
(Note 1) (Note 5)
BRE EEER 600,000,000 (L) 75.00%
Jiang Quanlong Corporate interest (Kt 2k 4)
(Notes 2 and 4)
BEanfan 400,000 0.05%
Beneficial interest
B B EEER 600,000,000 (L) 75.00%
Jiang Lei Corporate interest (Hix 3K 4)
(Notes 3 and 4)
BEanfkan 400,000 0.05%
Beneficial interest
EnE EafEn 2,500,000 0.3125%
Fan Yajun Beneficial interest
" R Eanfn 1,000,000 0.125%
Gan Yi Beneficial interest
FE KA Eankn 500,000 0.0625%
Lai Wing Lee Beneficial interest
23 EREs 500,000 0.0625%
Leung Shu Sun, Sunny Beneficial interest
TEY Eafkm 500,000 0.0625%

Wang Guozhen

Beneficial interest

14

2 B R KRKEHEHARL
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ftit

—_

LRREERBROZER -

# % 600,000,000 % | {5 LA Praise Fortune
Limited 2 B & & 50 + ¥ 5 88 % & JhPraise
Fortune Limited 2 M —E % + HIRIEF 5
KB E & ) % R & ¥ B Praise Fortune
Limited Fr#E B 2 2R D < #w= ©

# % 600,000,000 % | {5 bAPraise Fortune
LimitedZ 2 & Bt HEERHE &
PEHEBITRADREGRLE  BEL
ERBITEL T £49.9% © 49.9% K%
02%° IRIEFHFRBMEKRD - B&EEE
W 1% /% /& Praise Fortune Limited AT i &
2R o

Praise Fortune Limited A & — & N1 F X
A=+HzZBETRHEER601K TR
HEAEZETZ’G o ZF 601K %M T A
BRuE (MITES) A 300G, - /B
EEEEEE00RK N KA TEL T
B 1A% % 1D ° Praise Fortune Limited 2
M—EZRATEFBERELE M
REZTRARBEREEEZES -

ZERBEARTDRNEHESE (FRER
A A) B H R AT S & 148 B AR {0 7
o BRFBERN TR -

HEE &

Other Information (Continued)

Notes:

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 2009 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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Other Information (Continued)

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$2.80. 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:

WRENA
Number of Share Options
BT/
BE#/
TR 2R RS
BHAH T BES AT ERN 1 11/2009 Granted  Exercised/ 1 30/06/2009
Date of Exercise Vesting Exercisable As at during  Cancelled/ As at
Grant Price HK$ Period Period 1/1/2009 the period Lapsed  30/06/2009
BhRiE 14/5/2008 2.81 14/5/2008 14/5/2009 400,000 - - 400,000
Jiang Quanlong to 13/5/2009 to 13/5/2018
BEE 14/5/2008 2.81 14/5/2008 14/5/2009 2,500,000 — — 2,500,000
Fan Yajun to 13/5/2009 to 13/5/2018
" R 14/5/2008 2.81 14/5/2008 14/5/2009 1,000,000 — — 1,000,000
Gan i to 13/5/2009 to 13/5/2018
% 7 14/5/2008 2.81 14/5/2008 14/5/2009 400,000 — — 400,000
Jiang Lei to 13/5/2009 to 13/5/2018
3 o =
102 E B R & B AR 2 3
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Other Information (Continued)

RERERA
Number of Share Options
B/
BE#/
iR B BN
R AH BT REY AT ELHE 1 11/2009 Granted  Exercised/ 1 30/06/2009
Date of Exercise Vesting Exercisable As at during  Cancelled/ As at
Grant Price HK$ Period Period 1/1/2009 the period Lapsed  30/06/2009
HEKH 14/5/2008 2.81 14/5/2008 14/5/2009 500,000 - - 500,000
Lai Wing Lee to 13/5/2009 to 13/5/2018
2 14/5/2008 2.81 14/5/2008 14/5/2009 500,000 - - 500,000
Leung Shu Sun, Sunny to 13/5/2009 to 13/5/2018
TEY 14/5/2008 2.81 14/5/2008 14/5/2009 500,000 - - 500,000
Wang Guozhen to 13/5/2009 to 13/5/2018
RBENES 14/5/2008 2.81 14/5/2008 14/5/2009 12,000,000 - — 12,000,000
Continuous contract to 13/5/2009 to 13/5/2018
employees
17,800,000 - — 17,800,000
IS As at 30 June 2009, there are options relating to 17,800,000

“ZETZANFERNAZTH ARAREE
RS #E 5+ 2 9% 34 217,800,000 &1 2 B
WK AR AT R AR o

S

ARREEAZEABEREEEEN ([E
X)) AFERBE-_TZTAFNA=T
Etﬂﬂﬂemﬁkﬁﬁh%ﬁﬂ&ﬁm
BhENEE ZRAZHEBRER

@ME¢—@ﬁﬁﬁﬁ°$%%ME@%
ZETEBREROTRAEZME( - (FH
AHERPTERNEREETMES - A6
HBEREIFENGIEEARE - AR
EHEREMAERNEERERRE
WAt BN R FER RS TEK D K6

TS
AE °

ARBR-_ZEENFRAATHABARR]
BEF AATERASREMEERDER
e R LB ERHRBEERFENER
A F1E A15,681,0008 7T - REE —
ZEENEFESNA=FTHANEASHEAR &2
mROBERERS A ARK13,841,000
T ¢ 3 B AN & B A RS AR R 4 1E D AR e
TR

shares granted by the Company pursuant to the Share Option
Scheme which are valid and outstanding.

The Company has used the binomial option pricing model (the
“Model”) to value the share options granted pursuant to the
Share Option Scheme for the six months ended 30 June 2009,
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. For the six months ended 30 June 2009, a share
option expense of RMB13,841,000 has been recognised with a
corresponding-adjustment made in the Group’s share option reserve.
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Other Information (Continued)
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

R-BEAEAA=+E  BALAES
ROAB@EHA - THAL (ARAEE
1T BB BB 5N B A 2 ] 2 B4 348
B9 o0 5 B AR 2 4 T B 5 1 ) SE XV D
F2R3H W2 EXAAR T RBERETH
R R AR IR B 5 R 5 3 33615 77
Bz BRMiz SRR

So far as is known to the directors and chief executive of the
Company, as at 30 June 2009, 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 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:

RELAFIRMAZHE Long position in the shares of the Company

HERTRIZER

ZEWES

BFEHEIR Approximate

izl A& A (BEBR4E) percentage of

&% EaNE Number of Equity derivative  total number of

Name Nature of interest shares held (Share option) issued shares
(Hzt 1)
(Note 1)

Praise Fortune Limited (/7% 2) ErmEn 600,000,000 (L) 75%

Praise Fortune Limited (Note 2)

Beneficial interest

B &%% (Wi 3) REHRAER 600,000,000 (L) 75%
Mr. Jiang Xin (Note 3) Interest of a controlled corporation
Brint (Wi 4) EE#ER 600,000,000 (L) 75%
Ms. Qian Yuanying (Note 4) Interest of spouse
[T 5 400,000 (L) 0.05%
Interest of spouse
FEmrt (Kt 5) RBER 600,000,000 (L) 75%
Ms. Li Jingru (Note 5) Interest of spouse
Lkt (it 6) REER 600,000,000 (L) 75%
Ms. Chai Yongping (Note 6) Interest of spouse
BRER 400,000 (L) 0.05%
Interest of spouse
GE Asset Management Incorporated Bz 42,494,000 (L) 5.31%

Beneficial interest

182 EBREEAR L F
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2. Praise Fortune Limitedi® —ZZ& W F /X A
= THEZEBITRMASEA601RETRE
BI1ETZ2R’M - Z601RRM IR ER
S (MITES) A 300D - RS
SEHEB00RKR N RBETRALTES
1A% f% {7 o Praise Fortune Limited” M —
EEARNTESTHRELE -

3. % ZM&{n bAPraise Fortune Limited 2 %
ZRUVHEERSER HFTAEEITRA
mEEEE  BHEEERBITRZEIHA
B 4949.9% + 49.9%120.2% ° 1R IEE 5
REEEN - BE k£ R AR Praise
Fortune LimitedFT B 2 i 1n F % B #

ﬁ o

4. BURLTTIERBEELEZES  BibK
BANERERELEWER/EE ZZ MBI,
hHEA RS -

5. TBMALPEEEELRS  FILRSA
BREBEEREBEEZ 2HBHFE
A -

6. HAFLLNHEEEZRE  FUER
BRETEEEWRAEAZ S BRATE
B -

HE S PR AT Z AR Z Bl
By
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ARASEEMBEARBEEELERID AR
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Other Information (Continued)

Notes:
1. The letter “L” denotes the person’s long position in the Shares.

2. The total number of issued shares in Praise Fortune Limited as
at 30 June 2009 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.

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. ChaiYongping 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.

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

The Company or its subsidiaries did not purchase, sell or
redeem any of the Company’s listed shares during the six
months ended 30 June 2009.
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Report on Review of Interim Financial Statements

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)

We have reviewed the interim financial statements set out on
pages 22 to 48, which comprises the consolidated statement
of financial position of Pan Asia Environmental Protection Group
Limited (the “Company”) and its subsidiaries as at 30 June
2009 and the related consolidated statement of comprehensive
income, consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-
month period then ended, and a summary of significant
accounting policies and other explanatory notes. 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 this interim financial
statements in accordance with HKAS 34.

Our responsibility is to express a conclusion on this 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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Report on Review of Interim Financial Statements (Continued)
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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.

Based on our review, nothing has come to our attention that
causes us to believe that the interim financial statements as at
30 June 2009 is not prepared, in all material respects, in
accordance with HKAS 34.

CCIF CPA Limited
Certified Public Accountants
Hong Kong, 17 September 2009

Kwok Cheuk Yuen
Practising Certificate Number P02412
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Consolidated Statement of Comprehensive Income
BE —FTENFNA=+HIENEA
For the six months ended 30 June 2009

BEXA=+HLAX{EA

Six months ended 30 June

—ZEThE —EENF
2009 2008
Kt &t AR¥TT ARETF T
Note RMB’000 RMB’000
(RIEEX) (R &EZ)
(Unaudited) (Unaudited)
4] Turnover 4 190,194 286,648
§H & B A Cost of sales (133,763) (152,615)
EH Gross profit 56,431 134,033
N Other revenue 9,594 6,167
== N Other net income 5,226 6,876
53 88 B AR Distribution costs (796) (25,614)
TH R Administrative expenses REXE)) (13,794)
Hih &R Other operating expenses (435) (700)
B & B AR Finance costs 5 (1,677) (587)
[S3::8-0p 2] Profit before taxation 5 49,325 106,381
PS5 Income tax 6 (12,563) (25,573)
MAagF Profit for the period 36,762 80,808
BRaREMZ2EUEA Other comprehensive
(REREEN income for the period
SHAE) : (after tax and
reclassification)
adjustment:
BMENTERBES Exchange differences on
HIME H =58 - translation of:
—HMEGINET — Exchange differences
ZEN ER on translating
foreign operations (25,660)
777777777777777777777777777777777777777777 (25,660)
HAaZmkA#RE Total comprehensive
income for the period 55,148

F28F48H MM AR H B HRER M —

B e

statements.
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The notes on pages 28 to 48 form part of this interim financial
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Consolidated Statement of Comprehensive Income (Continued)
BE_ZZNFNA=1+HINEA
For the six months ended 30 June 2009

BEXA=+ALLAMEA
Six months ended 30 June

—zzs EEELIE
2009 2008
K it AR¥TFTT ARBF T
Note RMB’000 RMB’000
(REE) (REEEZ)
(Unaudited) (Unaudited)
DTATEERS : Profit attributable to:
ARARIEER A Owners of the Company 81,602
LEREER Minority interests (794)
80,808
DTALTEEGEZE Total comprehensive
BARE : income attributable to:
ARAREER A Owners of the Company 55,942
LEREER Minority interests (794)
55,148
SRR Earnings per share
EARKEE Basic and diluted 7 ARE%4.445% BN [FL5)

S EE e RMB10.20 cents

o

The notes on pa

$28F 48 H HIMI st /8 AN BABA 75 R B — 0 48 form part of this interim financial
o o
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Consolidated Statement of Financial Position
R-EFAEXA=1H
As at 30 June 2009

—EEhE —ZEEN\F
NAZTH Baeyi=hal=
ANt At 31 December

2009 2008
g3 AR¥FiT ARBFL
Note RMB’000 RMB’000
€3t 19 (&%)
(Unaudited) (Audited)
EREDEE Non-current assets
EAHEERIE Prepaid lease payment 6,913
ME - BERZE Property, plant
and equipment 8 52,847
EHEEREE Available-for-sale
financial asset 1,950
61,710
mENEE Current assets
BRNEERIE Prepaid lease payment 169 169
FE Inventories 41,140 40,693
fEWE 5 K H b 3A Trade and other receivables 9 379,143 303,145
o] U Bl 7 18 Tax recoverable - 3,836
BEERRITER Pledged bank deposits — 96,740
B RIBTTHERS Cash and bank balances 798,011 849,298
1,218,463 1,293,881
mBRR Current liabilities
RHERITER Short term bank loan — 82,000
B REMEMNKE Trade and other payables 10 192,273 206,438
JE TR IE Tax payable 2,138 —
194,411 288,438
mRHEERE Net current assets 1,024,052 1,005,443
BERE Net assets 1,108,974 1,067,153
F28F48E WM s R AN BRI B R 1Y — The notes on pages 28 to 48 form part of this interim financial
BB o statements. —
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Consolidated Statement of Financial Position (Continued)

RZZFEZENFANA=+H
As at 30 June 2009

—EEAE
~NA=+1+H
At 30 June

2009

ff AR®TT
Note RMB’000
(RBFER)
(Unaudited)

B& & R i i Capital and reserves

Share capital

11 74,872
1,030,187

ELRHBA
EERER

Total equity attributable
to owners of the Company

PHBRRER

Minority interests

1,105,059

3,915

Total equity

1,108,974

REZEN _TTZNFAATLEBEHER

Approved and authorised for issue by the board of directors

on 17 September 2009.

o

Bt 5 A AR R BR B B SRk 8 — The notes on pa

EZF

Director
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For the six months ended 30 June 2009
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Condensed Consolidated Statement of Cash Flows
B2 —_FEEAFNNA=F+HIENEA
For the six months ended 30 June 2009

BEXERAZRS Cash used in operations

EfRE Tax paid

BETHMAZCE&FEH Net cash used in operating
activities

BRETHESE Net cash generated from/

(FiA) 2B &28

MEED (A

(used in) investing activities

Net cash (used in)/generated

BEEZHESEH from financing activities
BeRnERRE Net decrease in cash and

HERDBREH cash equivalents
R—RA—HZH&R Cash and cash equivalents

SRAB&EAE at 1 January
ExgRzrE Effect of foreign exchanges

rates changes

RAB=+tHZEE&R
FERH&HE

Cash and cash equivalents
at 30 June

ﬁj o

e

8E48 B MM FE AN BB IS R R #9 —

The notes on pa

BEAAS+HILAMEB

Six months ended 30 June

—EThEF
2009
ARETFIT
RMB’000
(REHFR)
(CLEUTIETe)]

(59,546)

(6,589)

(RED)

96,910

(82,000)

(51,225)

849,298

(62)

798,011

0 48 form part of this interim financial

—EENF
2008
AER®F T
RMB’000
(REEZ)
(Unaudited)

(83,431)

(51,057)

(134,488)

(84,633)

46,712

(172,409)

1,016,595

(25,660)

818,526 /
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Notes to the Unaudited Interim Financial Statements
BE —FEEAFNNA="FHIE A
For the six months ended 30 June 2009

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 in Hong Kong are Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman
Islands and Suite 3712, 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.

The unaudited interim financial statements have been
prepared in accordance with the applicable disclosure
requirements of Appendix 16 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing
Rules”), including compliance with the Hong Kong
Accounting Standard 34 “Interim Financial Reporting”
(“HKAS 34”) issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA”).

The accounting policies adopted are consistent with those
followed in the preparation of the Group’s annual financial
statements for the year ended 31 December 2008 except
for as described in note 3 below.
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Notes to the Unaudited Interim Financial Statements (Continued)
B —EENFNA=1THINEA
For the six months ended 30 June 2009

1l BORSEE) 3. CHANGES IN ACCOUNTING POLICIES
ERGMAGRG T —BFEEM The HKICPA has issued one new Hong Kong Financial
BRELER ([T BREELR]) - Reporting Standards (“HKFRSs”), a number of
ZIEHBERUBREER ZAEFT K amendments to HKFRSs and new interpretations that are
2R MzELEL - B RFRER first effective for the current accounting period of the
AEBERARRMNASFTHBERE Group and the Company. Of these, the following
R oo HA - BZNE B A BT TS Rk A0 developments are relevant to the Group’s financial
ZERMT statements:

s EHBUBHREERFSRE KL

HKFRS 8, Operating segments

7 &6

o FAFERNEIR (BEFTMR) — »  HKAS 1 (revised), Presentation of financial statements
BRI 25

e FEHEUMBHMEEANUE(ZE * Improvements to HKFRSs (2008)

ZNF)

s BEGHEAF27R 2B — e Amendments to HKAS 27, Consolidated and separate
e RBIMBRE—HHE financial statements — cost of an investment in a
vE] - HEEH BB E LN subsidiary, jointly controlled entity or associate
A6 18 B B K

s EHEBEMBWMESERNETR ZIEF] »  Amendments to HKFRS 7, Financial instruments:
—S@MITA: FFE—SHITA Disclosures — improving disclosures about financial
wEZHE instruments

o FHEGFEAFE23% (BETHR) »  HKAS 23 (revised), Borrowing costs
— B EKAR

o EHEBEMBWMEERPE2RE ZIEF] e Amendments to HKFRS 2, Share-based payment —
—UBRDBERNNR—FE vesting conditions and cancellations
fig 1 R 7k 88

Pan Asia Environmental Protection Group Limited 29
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Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

The amendments to HKAS 23 and HKFRS 2 have had no
material impact on the Group’s financial statements as the
amendments and interpretations were consistent with
policies already adopted by the Group. In addition, the
amendments to HKFRS 7 do not contain any additional
disclosure requirements specifically applicable to the
unaudited interim financial statements. The impact of the
remainder of these developments on the unaudited interim
financial statements is as follows:

. HKFRS 8 requires segment disclosure to be based
on the measures reported to the Group’s chief
operating decision maker for the purposes of
assessing segment performance and making
decisions about operating matters. The adoption of
HKFRS 8 has resulted in the presentation of segment
information in a manner that is more consistent with
internal reporting provided to the Group’s chief
operating decision maker.

e As a result of the adoption of HKAS 1 (revised),
details of changes in equity during the period arising
from transactions with owners in their capacity as
such have been presented separately from all other
income and expenses in a revised consolidated
statement of changes in equity. All other items of
income and expense are presented in the consolidated
income statement, if they are recognised as part of
profit or loss for the period, or otherwise in a new
primary statement, the consolidated statement of
comprehensive income. The new format for the
consolidated statement of comprehensive income and
the consolidated statement of changes in equity has
been adopted in this interim financial statements and
corresponding amounts have been restated to conform
to the new presentation. This change in presentation
has no effect on reported profit or loss, total income
and expense or net assets for any period presented.
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Notes to the Unaudited Interim Financial Statements (Continued)
B —EENFNA=1THINEA
For the six months ended 30 June 2009

3. HIEHBORS ) (4 3. CHANGES IN ACCOUNTING POLICIES
(CONTINUED)
o FHBEIHEBIF27 ZIEETM D The amendments to HKAS 27 have removed the

B T E 2R B YR Al A EY
REEARERELERE
BREE BB FEURA Z 3 -
At - B -FTNAF—H—H
EREMBAGR  BE2RAFAK
BAEt ER A EKK
B IwmeWEm s iER
wA  AERARR AR
B R AERMNERED
¥RENEERETGRD @ K&
FEEMERERELCETIR
BB M s SABE - EIL1E
MZ T BRESEEKRER
R S PN SR N/NSI )
7R EEE - RIFUER
ZEBEMERTE - U E R R
J& AR A 7N B 3 8 2R 2 AR i UK
BB - maHARITHEES -

requirement that dividends out of pre-acquisition
profits should be recognised as a reduction in the
carrying amount of the investment in the investee,
rather than as income. As a result, as from 1 January
2009 all dividends receivable from subsidiaries,
associates and jointly controlled entities, whether out
of pre- or post-acquisition profits, will be recognised
in the Company’s consolidated statement of
comprehensive income and the carrying amount of
the investment in the investee will not be reduced
unless that carrying amount is assessed to be
impaired as a result of the investee declaring the
dividend. In such cases, in addition to recognising
dividend income in consolidated statement of
comprehensive income, the Company would recognise
an impairment loss. In accordance with the transitional
provisions in the amendment, this new policy will be
applied prospectively to any dividends receivable in
the current or future periods and previous periods
have not been restated.

Pan Asia Environmental Protection Group Limited 3
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Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

SEGMENT REPORTING

The Group manages its businesses by divisions and all
those divisions are located in the People’s Republic of
China (the “PRC”). On the first-time adoption of HKFRS
8, Operating segments and in a manner consistent with
the way in which information is reported internally to the
Group’s most senior executive management for the
purposes of resource allocation and performance
assessment, the Group has identified the following three
reportable segments. No operating segments have been
aggregated to form the following reportable segments.

U 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.

U EP construction engineering projects: this segment
constructs EP engineering 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.
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Notes to the Unaudited Interim Financial Statements (Continued)
B —EENFNA=1THINEA
For the six months ended 30 June 2009

RARE B B 15 s R85 -
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EEAEBRFESBERR LD
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AEESRITRERERIAT
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BENAIE

DHEEBERMBELEE

BVEEMABDEE ReME
ENEMAREEZRER
M) e D EABBREENHES
K B A AR Iﬁ&mmi&gﬁ
BEEREEMNEHRTER -

W X &2 E%E DA
EEZHERMERZRE -
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XEPET2RDEE o o EHE
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ZEED 2 B & E A RITH
PR o

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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Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

vigi £ 8 b )

a) ib¥E4H
(%)

Br U2 B & B EBITDAZ 5
WER EEEBERESRS
KWEWDHER  BEBESS
HEEEEMNYHBEEE - XK
BReEBRREEZFMBKA
I oHRBEELERE
RArTE - #iERREBEN
EABERBDBEE - H
MEE DKL EREUTER
SNER A T WCER B (B A& 1T E
{go

- ¥R K AR

B@E/SA=+HL<HEAR

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. Inter-segment sales are
priced with reference to prices charged to external
parties for similar orders.

For the six months ended 30 June

RUSERRERRE
HERRERRRR RRERIERA Provision of
Sale of EP products EP construction EP related #

RENDEPHYE  Revenue from

external customer 148,833
AHENE Inter-segment revenue -
EEDE Reportable segment

revenue

SRAPEN (B3R
LAHHE BB
& R AR )

Reportable segment
profit (adjusted
EBITDA)

Reportable segment
assets

Reportable segment
liabilities

2 B R KR EH

ZETAERHRE

and equipment

148,833

218,873

87,958

engineering projects professional services Total

“RENE “RENE “RENE
2008 2008 2008
ARE ARE ARE

190,194 286,648

200

RMB
285,780
285,780
108,917

287,531
128,112

190,194 286,848

RMB
111,208
144,133

108,619

283,183 404,057

153,905 282,567
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Notes to the Unaudited Interim Financial Statements (Continued)
B —EENFNA=1THINEA
For the six months ended 30 June 2009

4. SEGMENT REPORTING (CONTINUED)

b) R ~ AT b) Reconciliations of reportable segment

- A K i 2 Bk

liabilities

W & Revenue
EXBE € Reportable segment revenue
o B Elimination of inter-segment revenue
MEEEHR Consolidated turnover

ik Profit

2H5 B

73 B e 4 35

Reportable segment profit
Elimination of inter-segment profits

REAKEINDE P Reportable segment profit derived
2HH R from Group’s external customers
HA U ROF A Other revenue and other net income

WEREH Depreciation and amortisation

A& A Finance costs

AORBHREERST Unallocated head office and
corporate expenses

R A BR AT & A Consolidated profit before taxation

revenues, profit or loss, assets and

B@EXA=+AHLAXMEA
Six months ended 30 June
—ZETHhEF —EENF
2009 2008
AR®TT ARKFT
RMB’000 RMB’000

190,194 286,848
= (200)

190,194 286,648

108,619
(200)

108,419
13,043
(2,503)

(587)

(11,991)

106,381
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Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

4. WL A 4. SEGMENT REPORTING (CONTINUED)

b) AR - WA b) Reconciliations of reportable segment
H -~ EERkAFRZIHIK revenues, profit or loss, assets and
(%) liabilities (continued)

R-SSAF g Yit:E
AV =R d=R+ — A=+—H

At At
<=0 31 December
2009 2008
AR®TIT ARBT T
RMB’000 RMB’000
BE Assets
ERDHEEE Reportable segment assets 283,183 404,257
73 B ) & Uk B 3K Elimination of inter-segment
receivables (200)
283,183 404,057
ERBEMEE Non-current financial assets 6,850 1,950
Al Ug =] 7 18 Tax recoverable — 3,836
RAPBBER{E%EE  Unallocated head office and
corporate assets 1,013,352 945,748
mEBEE Consolidated total assets 1,303,385 1,355,591
gL S R-TE)N\F
ANAZ=1+H el
At At
<= 31 December
2009 2008
AR#TT ARBT T
RMB’000 RMB’000
BE Liabilities
EWMHBBEE Reportable segment liabilities 153,905 282,567
JE < 718 Tax payables 2,138 —
AoBBIER{P%EE  Unallocated head office and
corporate liabilities 38,368 5,871

REBAaE Consolidated total liabilities 194,411 -~ 288,438

6z =B REEAER AT

ZETAERHRE
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Notes to the Unaudited Interim Financial Statements (Continued)
B —EENFNA=1THINEA
For the six months ended 30 June 2009

Ik B2 i it 5. PROFIT BEFORE TAXATION
BREADRAME MR GEA) LT H Profit before taxation is arrived at after charging/(crediting):
18

BENA=+HIL<EA

Six months ended 30 June

—ESNE —EENF
2009 2008
ARSTFIT AR®FT
RMB’000 RMB’000

(a) MERF (a) Finance costs
EEEES Interest on borrowings 587

(b) HfttIHH (b) Other items

B iE Amortisation 84 84
e Depreciation 2,663 2,419
B R F B WA Dividend and interest income (6,959) (5,471)
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Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

INCOME TAX

BEXNA=+HLN{EA

Six months ended 30 June

BIEARIR — PRI E
PIRCE

Current tax — PRC enterprise
income tax

—EThF —EENF
2009 2008
AR®TFIT AREFT
RMB’000 RMB’000
25,573

REEBEARKRAGR-_ZTNEF
BB —AME B2 EEMER
1t R 25% A §8 18 F N 7 B A S22 P
BEARIINEREDRSE @ R THIS
IBRBR —_TENF-—H—-HBAE
R o

AEBZFRAETENBRRERT G
MRBE-_ZTTNFARA=ZTHLR
BERAZHTBEEERMEHRNER25%

RZZEZENFANAZTRBE  FEYL
FEBBN ST NFRAGHE
R WK _ZFZEN/ENEFRBFE
ZTEENEMERI7.5%HE
16.5% - EEFBHEHE_ZT N
FRNA=ZTHIEAEA ARG ERB
A 216.5% (ZFZF )\ F : 16.5%)
FTHE

HRAEE 2 WAL FFRNEFBEE
MIEXKBERE BEE_TTNER
—EEANFERA=ZTHILBEASE
WEB BB NSHAEHBHE -

£ B 7 R

/A

By a legislation passed by the National People’s Congress
in 2008, a uniform enterprise income tax of 25% generally
applied to all domestic and foreign investment enterprises
established in the PRC, subject to certain exceptions or
exemptions with effect from 1 January 2008.

All the Group’s PRC subsidiaries are subject to the PRC
enterprise income tax rate at a rate of 25% on the
assessable profits for the six months ended 30 June 2009.

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% (2008: 16.5%) of the estimated
assessable profits for the six months ended 30 June 2009.

No provision for Hong Kong profits tax has been made for
the period ended 30 June 2008 and 2009 as the Group’s
income neither arises in, nor is derived from Hong Kong.
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Notes to the Unaudited Interim Financial Statements (Continued)

For the six months ended 30 June 2009

BE_—TENFA=FHIEEA

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 RMB35,525,000 (six months ended
30 June 2008: RMB81,602,000) and the weighted
average of 800,000,000 ordinary shares (2008:
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 2009 and 30
June 2008 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. PROPERTY, PLANT AND EQUIPMENT

Acquisitions and disposals

During the six months ended 30 June 2009, the Group
acquired items of plant and machinery with a cost of
RMB306,000 (six months ended 30 June 2008:
RMB3,269,000). ltems of plant and machinery with a net
book value of RMB55,000 were disposed of during the six
months ended 30 June 2009 (six months ended 30 June
2008: Nil), resulting in a gain on disposal of RMB47,000
(six months ended 30 June 2008: Nil).
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Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

HEE WA B 5 e I Ak 9. TRADE AND OTHER RECEIVABLES

FEWSE 5 K LM FRIE B 4 DA TS FE U AR Included in trade and other receivables are debtors (net
B (MR RERERB) HEkRS W of allowance for doubtful debts) with the following ageing
TS ¢ analysis:

et L SN N-TTN\F
VR -R+ — A=+—H

At At
<100 31 December
2009 2008
AR¥TFIT ARETT
RMB’000 RMB’000
B & Current 74,504 132,422
8 B P18 A Less than 1 month past due 8,619 17,137
wmE1= 318 A 1 to 3 month past due 15,767 26,587
B HASME A A £ More than 3 months but less than
B 12{E B 12 months past due 64,869 56,032
U E Z R Trade receivables, net of allowance
(I REREE) for doubtful debts 163,759 232,178
H b & W 5K IB Other receivables 106,663 36,354
B REREE Less: Allowance for doubtful debts (147) (147)
106,516 36,207
fEUY —RIRFEE AR5 Amount due from a related company 2,113 2,033
B E R FRIE Loans and receivables 272,388 270,418
ERNRIERES Prepayments and deposits 53,773 21,514
EEAMIRIIA Amounts due from customers for
contract work 52,982 11,213

379,143 303,145

40 2 = @B 12 £ B 5 R 2 3

ZETAERHRE
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Notes to the Unaudited Interim Financial Statements (Continued)

For the six months ended 30 June 2009

BE_—TENFA=FHIEEA

TRADE AND OTHER RECEIVABLES

HE W B s e Ak L () 9.
(CONTINUED)
JEWEZEFR—RBERNHRE W@ Trade receivables generally include the balances yet to be due
RIS BE K2 AT ERFRERE - & such as the quality retention monies (typically 5% to 20% of the
EFREBEIRER—EMFZER total contracted value) that retained by the customers until the
HETZEERBE (—RRENE fulfillment of the warranty period of generally 1 to 2 years,
BEZ5%E20%) - AEBE@EER M receivable pursuant to the payment terms of the respective
EFET—EMEAZEEHR - KLt contracts. The Group normally grants credit terms from 1 to 2
MRB I EKESERBHN— months to its customers. Apart from those mentioned retention
FABTHESERBIE - monies, trade receivables are expected to be recovered or
recognised as expense within one year.
B 5 B Al Ak sk 10. TRADE AND OTHER PAYABLES
B o NHEMENREBELTEMNRK Included in trade and other payables is trade creditors with
H EREEBEBEXRBZEE T the following ageing analysis as of the balance sheet date:
T
sk SIS RN ZET)N\F
NA=1TH gyt hd=!
At At
< 31 December
2009 2008
AR®TT ARBFT
RMB’000 RMB’000
0£30H 0 to 30 days 36,614 52,133
31£60H 31 to 60 days 4,055
612 90H 61 to 90 days 157
912 180H 91 to 180 days 86
181£365H 181 to 365 days 1,274
365H M Over 365 days 19,671
B E SRR Trade payables 61,857
JE 5T N2 E fh FE < 3B Accruals and other payables 62,821
JE 1~ > 8RR R K18 Amounts due to minority shareholders 10,955
BT EERIE Amount due to a director 1,148
N HEK AT ER Financial liabilities measured
ERBE at amortised cost 136,781 140,797
EWE ZEE Trade deposit received 55,492 65,641
__/ 192,273 206,438

Pan Asia Environmental Protection Group Limited 4
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Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

11. SHARE CAPITAL

BRR&E
Number of &8
shares Amount
(FiR) (F%1)
2.3 Share capital ‘000 HK$°000
BREE1BTHL AR Ordinary shares of HK$0.1 each
A Authorised:
RZZEZAFERA=THK At 30 June 2009 and 31 December 2008 4,000,000 400,000
“EZ\F+=-A=+—H
BETRAR : Issued and fully paid:
RZZEZNERA=THK At 30 June 2009 and 31 December 2008 800,000 80,000
“EE\&+-R=+—H
RZZEZFNEA=1HBKE  Shown in the consolidated statement of
“2E\E+=A=+—H financial position at 30 June 2009 and HERARK 74,872,000 7T
ZiRe BB KT 25 31 December 2008 Equivalent to RMB74,872,000

42 3 = @B 12 £ B 5 R 2 3

ZETAERHRE



12. filf 5 B JBe 5 12. RESERVES AND DIVIDENDS
(a) JBEAR (a) Dividends
() KA EPHRA : (i) Dividends payable to owners attributable
to the interim period:
—EThEF —EENF
2009 2008
ARETIT ARETF T
RMB’000 RMB’000
AR HER 1R No interim dividend declared and
I T R & paid after the interim period
§ZHEP HARR B (2008: Nil) _
—ZETNF  |&)
EETEEMRBE_ZEE The directors do not propose any interim
NERA=Z+THIERE H dividend for the six months ended 30 June 2009
IREEMAHERE (ZEE (2008: Nil).
NE &) o
(i) 7 v 30000 I ok B O 3K (ii) Dividends payable to owners attributable
A+ 1A B B0 AE B 2 ME A to the previous financial year, approved
Pi 45 B B B and paid during the interim period:

REERPHHBHRRME @

Notes to the Unaudited Interim Financial Statements (Continued)

HE—_ZEZNFNNA=1+HIFEA
For the six months ended 30 June 2009

BEXAZTHILRER

Six months ended 30 June

ZEThE
2009
AR®FIT
RMB’000

AR i k2 Final dividend in respect of

FEMBEE 2 the previous financial year,
RERE : & approved and paid during
(HE-ZZN\F the following interim period,
SNA=THIERER ©  of Nil cents per share
FR581) (six months ended 30 June 2008:

HK$5 cents per share)

“EFINE
2008
AREFI
RMB’000

35,289

Pan Asia Environmental Protection Group Limited 4 3
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12. Gl i Be e B ()

(b) PABAS &5 55 2 ey 22 5

RAABIRZZZEENFHRATHE
HREARQE 2 BRERE A
BMEREIBTHORERNEE

- BREEBEAEBEREERY
17,800,00017 & f 1% - B R IEAR
EHTHEARBAAR K
EREEA01B T BB
RN - ZEBERER_-_ZZN
FRAATHAERE  wAJR=
E-NFRA+=ZBZHI
F o 1TFEER2.81B T © RER
EREBHANARRERR
B hn#E 9 U (B 52.808 T o

RBE-ETAE~A=+A
LB P A R 1
E(ZFENT : ) -

REBZLPHRRBRRMEE @

Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

12. RESERVES AND DIVIDENDS (CONTINUED)

(b) Equity settled share-based transactions

On 14 May 2008, 17,800,000 share options were
granted for HK$1 consideration per option 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 will vest on 14 May 2008, and then 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 2009 (2008: Nil).



Notes to the Unaudited Interim Financial Statements (Continued)

For the six months ended 30 June 2009

13. BERERYE 13.

AEBER/EMA

AEBEREEME 2 T REHKLEH
B AR R KA A B AR B SR 2 A
ERBMBERET

REERPHHBHRRME @

BE_—TENFA=FHIEEA

OPERATION LEASE COMMITMENT

The Group as lessee:

The Group had commitment for future minimum lease
payments under non-cancellable operating leases in
respect of the renting of promises which fall due as follows:

RE-SSAT gt
ARl — A=+—H

At At
<= 31 December
2009 2008
AR¥TFIT ARBET T
RMB’000 RMB’000
—F R Within one year 540 811
EF_FERF In the second to fifth years, inclusive — 135
(BIEEEMF)
946
REBERAHEA The Group as lessor:

REEE S P RA T A A RUHE I
ARFEEENRRILAH

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

R-ZZSNFE EEiSmk YIS
AR Rt — A=1+—H

At At
<[00 - 31 December
2009 2008
ARWTFTT ARBF T
RMB’000 RMB’000 /
—F R Within one year 53 53
F_FERF In the second to fifth years, inclusive 177
(BRIEEEMT)
230

Pan Asia Environmental Protection Group Limited 45
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o2 £

AEEREE T TRERAMRITERIIE
REHZETRREMN TRTETH
EnTERYFEMFZREHAR
HEPRHERRE - A - A&H
NESESEEHERRHERELSE

BRIEBRREZRE - ARBES
R ARREAESHEBENER

EEtEAEAiRH 2 RESE (WA) -
K& E AR E 2 4R E B F IR SR
EXEELBEARTNZE -

KEFZPHAMERTRMEE @

Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

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.

15. ERBEBALRY 15. MATERIAL RELATED PARTY
TRANSACTIONS
a) REBEE_ZTNFRZZTTAN a) During the two periods ended 30 June 2008 and
FRA=ZTHILEMESHME - & 2009, in addition to the transactions and balances
T 5% 5 B 75 R = E 30 10 BT disclosed elsewhere in these financial statements,
B2RGREFN  KNEEF] the Group entered into the following related party
VT TIEBALTRS : transactions:
BEXA=1HLAXMEA
HEBATZRE b3 13- For the six months ended 30 June
WBALER Relationship Nature of ZEZThE —ETN\F
Name of related party with related party transaction 2009 2008
AR¥FTT AREFT
RMB’000 RMB’000
BEHMERAEE ARAEESERELRE WEAES KA 27 27
AR AR REFRER
8 /N
Wuxi Xin Wei High A company in Receipt of
Temperature Ceramics which Mr. Jiang rental income
Co., Ltd. Quanlong,
a director of the
Company, has an
equity interest
A6 iz Z B R £ B H R 2 §
—ERAEDPHERSE
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Notes to the Unaudited Interim Financial Statements (Continued)

15. HRBBA L2 5 (A7)

by RBE-_TZENFR-_ZTZTLH
FARNAZ=ZTHLEHSHE 2T
BEABZMEFBHEHI W

For the six months ended 30 June 2009

BE_—TENFA=FHIEEA

15. MATERIAL RELATED PARTY
TRANSACTIONS (CONTINUED)

b) The details of emolument of key management
personnel during the periods ended 30 June 2008

and 2009 are set out as follows:

T
BENA=1+HLNEAR
Six months ended 30 June

“EBhE —EENF
2009 2008
AR¥FIT ARET T
RMB’000 RMB’000
ke Fees 385 413
4T Bonuses — —
Hiii& Other emoluments 1,942 4,311
RIRET B R Contributions to retirement scheme 16 14
4,738

Pan Asia Environmental Protection Group Limited 4/
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16.

17.

48

AR H R SR

BEEBERBR  XEEZELEUTE
I8

R-ZEZNFNA=ZBE BEERA
Al ([EF]) (RRAFEMAH 2
& [ B A 7]) B2 Golden Nature Group
Limited3t B E Motors Group
Holding Company Limited & )T &k 2 /%
MEETEERAR (DI&FIEK])H
fRiE (TWED T ELZAORINE
mMiH@EE  BTERBERARE
60,000,0007T (A] 7@ %) - WHETTAX
% BAREEREERELHERIX
H20% MR - RARE HE - WiEE

HAEBE LG ERAF 1R (BETHR)
— BBBR I NBEMBRE
HAFE — KELH ETHER
BFCIERBUATEAAZE2HTA
M —EZNFHERREFTREML
Re® -  BRANSEH 2 E—FFIE
Ty M FE 3 BR -

2 B R&K®KEEHAMR

“TETAEPHRSE

16.

17.

/A

5]

REBZLPHRRBRRMEE @

Notes to the Unaudited Interim Financial Statements (Continued)
e —EENFNNA=1THINEA
For the six months ended 30 June 2009

POST BALANCE SHEET EVENTS

Subsequent to the balance sheet date, the Group has the
following post balance sheet events:

On 3 September 2009, a newly incorporated and wholly
owned subsidiary of the Company, Dragon Commend
Limited (the “Purchaser”), entered into a non-legally binding
memorandum of understanding with Golden Nature Group
Limited for acquisition of the equity interest in both E
Motors Group Holding Company Limited and JT &z /% 41
EH)TBEHER A G (Jiangsu E Motors Company Limited
(“Jiangsu E Motors”)) (the “Acquisition”) for an intended
total consideration of RMB60,000,000 (subject to
adjustment). Upon completion of the Acquisition, the
Purchaser will directly and indirectly hold approximately
20% interest in Jiangsu E Motors. The Acquisition is not
completed as at the date of this report.

COMPARATIVE FIGURES

As a result of the application of HKAS 1 (revised),
Presentation of financial statements, and HKFRS 8,
Operating segments, certain comparative figures have been
adjusted to conform to current period’s presentation and
to provide comparative amounts in respect of items
disclosed for the first time in 2009. Future details of these
developments are disclosed in note 3.
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