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Pan Asia Environmental Protection Group Limited * ;2 THIR{REBGR A T

Chairman’s Statement

ETEHRES

To Shareholders:

On behalf of the Board (the “Board”) of Directors (the
“Directors”), | am pleased to present the annual report of Pan
Asia Environmental Protection Group Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) for
the year ended 31 December 2013.

Environmental Protection (“EP”) has been a priority of the
Central Government (“Central Government”) of the People's
Republic of China (the “PRC”). In 2013, a series of EP policies
were launched to address the environmental pollution problems.
The State Council of the PRC included energy saving and EP
as one of the nine key tasks of the Central Government in its
Government Work Report this year. With the strong support and
facilitation by the Central Government, the demand for products
and services of the EP industry continued to increase. Riding on
its rich experience and thorough understanding of the industry,
the Group consolidated its position as an integrated EP services
and eco-friendly construction materials provider during the year.
Its efforts in accelerating the development of various businesses
also led to positive results.

As the Central Government continued to implement the EP
industry development plans as part of the Twelfth Five-Year Plan
programme (“t+=F"), a number of EP policies were launched
to enhance market standardization. The State Council also
embarked on the “Green Building Action Plan” which explicitly
laid out directions for the development of safe, durable, energy-
saving and construction-friendly green construction materials,
which facilitated the development of green construction
materials industry and the commencement of demonstration
projects of green buildings materials. According to the
“Development Plan of Green Building and Green Ecological
Districts” (‘42 EZEME B AL R ERRE) in the Twelfth
Five-Year Plan programme, affordable housing in provincial
capitals as well as large-scale projects such as airports, train
stations, hotels, malls and offices buildings will start to adopt
green construction standards from 2014. Moreover, property
developers are encouraged to establish green residential
districts. The target is to have more than 50% of the new
property projects in municipalities and cities in the Eastern
coastal areas meeting green construction standards by
2015. The high priority and promotion of EP by the Central
Government has created favourable opportunities for the
industry and the Group.
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The management has been adapting to the changing market
and has further consolidated and diversified its business
conditions to capture opportunities. The Group is bolstering
its efforts in developing the eco-friendly construction materials
business and expanding Wood Wool Cement Board (“WWCB”)
business to seize the opportunities brought by the increasing
market demand for green construction materials. The launch
of the new WWCB construction standards within 2014 should
boost the popularity of the product and stimulate market
demand. The Group will continue to focus on the development
of flue gas and waste water treatment businesses but will be
more prudent in selecting suitable projects so as to continuously
optimise business structure and strengthen bargaining power to
ensure long term and healthy business growth.

FINANCIAL REVIEW

For the year ended 31 December 2013, the Group achieved
a total turnover of RMB588.0 million, an increase of 43.1%
compared with last year (2012: RMB410.8 million). Attributable
to the increased turnover, gross profit rose to about RMB64.9
million (2012: RMB44.6 million) and gross profit margin was
11.0% (2012: 10.9%) during the year. The Group recorded
a loss attributable to owners of the Company of RMB21.1
million (2012: loss of RMB30.2 million). The loss per share was
RMB2.64 cents (2012: loss per share of RMB3.77 cents)
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Pan Asia Environmental Protection Group Limited * ;2 THIR{REBGR A T

Chairman’s Statement
FERESE

PROSPECTS

Water and flue gas treatment business - continues to bring
stable revenue

Severe smog problems have occurred in most Chinese cities
since 2013, which attracted the attention of the Central
Government. As a result, the government launched the
“Airborne Pollution Prevention and Control Action Plan” on 12
September 2013. The “10 Measures” of the plan include the
proposal of adopting the PM2.5 standard (particulate matters
less than 2.5 micrometers in diameter) in pollution emission
reduction systems standard, intending to more effectively
manage urban air quality standards through the investment of
more than RMB1,700 billion. A budget of RMB70 billion for
water works to promote pollution treatment of major rivers
was proposed at the “Two Sessions” of National People’s
Congress. It is believed that the launch of “Wastewater
Prevention and Control Action Plan” will further strengthen the
regulation of pollution emissions. These measures of pollutant
emission restriction demonstrate the determination and long-
term planning of the Central Government on pollution emission
controls. The nation-wide demand for EP products and services
is set to further expand under the strong support of government
policies.

However, in view of the intense competition in the waste water
treatment industry, the Group has become more prudent in
undertaking projects by selecting more profitable projects
to maintain stable growth of the business. During the year,
the Central Government also prepared to launch strict water
treatment standards for the coal chemical industry which would
utilise substantial amount of water. Thus, the Group is looking
into this new segment to further boost its income stream from
waste water treatment.

To capture the opportunities presented by tighter restrictions on
emissions in the PRC, the Group will seek to implement more
landmark projects. It will also gradually increase the proportion
of the flue gas treatment business and continue to provide flue
gas desulphurisation (“FGD”) services targeting the non-ferrous
metals industry.

Currently, the Group has 52 uncompleted water and flue
gas treatment contracts with a total value of approximately
RMB366.8 million on hand. Looking ahead, the Group intends
to expand its EP construction engineering business, including
construction and operations of large-scale industrial waste
water and flue gas treatment projects, so as to broaden income
stream and generate a stable cash flow.
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In summary, the Group will expand steadily in two key areas of
the EP industry, namely the flue gas and waste water treatment,
and the eco-friendly construction materials business. The
Group will continue to advance its research and development
(“R&D”) and leverage its proprietary technology to capture the
opportunities brought by the country’s continuous enhancement
of the EP regulation system. The Group will strive to deliver
better results to reward its shareholders and staff and to
become the leading EP enterprise in the PRC. The management
of the Group will collectively pursue innovation and development
while committing to corporate standard which will open a new
chapter for the Group in the future.

Eco-friendly construction materials business - a new
growth driver with huge potential

The Central Government is striving to accelerate public adoption
of renewable energy resources in the construction industry. The
government has also clearly stated at the urbanisation work
meetings that the country should advocate energy conservation
and environmental protection while pushing forward
urbanisation. The new guidelines on fostering development of
energy saving and the EP industry launched during the year also
pointed to raising the standards for energy conservation in new
buildings. The Central Government encourages developers and
owners of government-invested buildings, affordable housing
projects and large scale public projects to take the initiative to
implement green buildings standards in order to meet the 2015
target which is to have more than 20% of two stars or above
green buildings among the new buildings in urban areas. Driven
by the rapid urbanisation and the greater efforts of the Central
Government to develop the industry, market demand for eco-
friendly construction materials continues to increase.

The Group has continued to expand the eco-friendly
construction materials business. In view of the huge
opportunities in the industry, it has introduced six EP wallboard
production lines, each with an annual capacity of approximately
140,000 m?, from the Netherlands to produce WWCB and large
wall components. WWCB is an eco-friendly inorganic energy-
conserving construction material that is made from cement and
eco-friendly fast growing timber through high pressurisation.
This material is widely used overseas because of its distinctive
heat retention and fire resistant qualities, as well as its sound-
proof, moisture-proof, mould-proof and insect repellant
properties. It also does not contain formaldehyde or any other
volatile organic compounds. These features make WWCB ideal
for high-end residential and commercial buildings requiring high
durability and energy saving in regions with greater weather and
temperature fluctuations.
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Chairman’s Statement
FERESE

Among the six production lines, five are standard lines that
produce WWCB of varying thickness from 10mm to 100mm.
The other is the most advanced and is a fully automated large
wall component production line which can manufacture large
wall components with maximum dimensions of 3m x 6m X
40cm which can be directly installed. Two standard lines which
have commenced operation mainly manufacture 15mm to
75mm thick boards to meet mainstream market demand. The
large wall component production line, which will commence
production in 2014, mainly manufactures products of 15cm,
22cm and 30cm in thickness designed to cater for the climate
in the PRC. Building on its experience in large wall components,
the Group has developed an integrated wallboard product
which combines the wallboard’s lamination, protection, and heat
retention functions. As this product is aligned with the country’s
development direction for the prefabricated construction
industry, it is expected to become a new focus in the Group’s
products. The other three standard lines will also gradually
commence production in early 2014 as planned.

During the year, the Group finished drafting of the construction
and commissioning standards and its products also attained the
Grade A Fire Resistant Standard for wall materials. The Group
continued to work with famous research institutes to improve
the shape and specifications of the boards in compliance
with product and construction requirements. In 2013, it filed
applications for more than 30 patents related to product design,
construction and application of WWCB, and successfully
obtained several intellectual property rights certifications. The
research institutes also provide construction guidance for the
Group’s pilot and demonstration projects. The products of the
Group gained recognition in the PRC. The completion of several
demonstration projects in five provinces and cities, namely
Shanghai, Yixing, Xiamen, Hubei and Inner Mongolia had
received major attention in the industry.

The testing of the three standard lines is expected to be
completed one by one in the first half of 2014. To tap the
growing demand for eco-friendly construction materials, the
Group plans to have at least four more production lines installed
during the year to further expand its production capacity. The
operation of the new production lines should further optimise
the Group’s workflow and boost its production efficiency.
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In 2014, the Group will start several projects as scheduled and
embark on establishing more model projects in the PRC. The
Group will construct a clubhouse project with a Gross Floor
Area (“GFA”) of about 100,000 m? in Yichang, Hubei in the first
half of 2014. The first phase of the project will be completed
by the end of the year and the second phase will commence
immediately afterwards. Besides, the Group will participate in
the construction of a residential project in Inner Mongolia, which
includes several 17 to 20 storey residential buildings with a GFA
reaching 500,000 m?. The whole residential project is expected
to be completed by the end of the year. Proactively engaged in
the construction of large-scale venues, the Group has already
kicked off theatre projects in Shenyang and Yichang. Keeping
abreast of the country’s promotion of urbanization, the Group
will seize the opportunity presented by the rapid growth of the
construction of affordable housing and identify opportunities
in different cities in the PRC to further promote WWCB by
offering quality, innovative and competitive projects. The Group
is currently in negotiation for a project in Northern Jiangsu and
has already signed design contracts for its model area. Apart
from the domestic market, the Group will also consider the
international market and identify suitable projects under existing
resources and capacity. The Group also plans to expand its
sales coverage in Japan and Southeast Asia in 2014, and the
Group had signed contracts with customers in Macau and
Bhutan.

Increasing market recognition of WWCB underscores its strong
development potential. Besides, WWCB construction and
inspection standards are to be announced in September 2014,
at which time the product can directly enter the construction
materials market via different sales channels, creating huge
opportunities for the Group’s business development.

To make the most of these opportunities, the Group will
leverage its abundant industry experience to expand production
capacity, improve our product specifications and quality and
continue to optimise our sales network in order to promote this
green construction material that is widely accepted overseas in
the market.
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Chairman’s Statement
FERESE

FINAL DIVIDEND

The Board did not recommend payment of a final dividend for
the year ended 31 December 2013 (2012: Nil). Capital would be
reserved for the development of the Group’s various business
operations which aimed at realising the enormous potential of
the eco-friendly construction materials market.

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of the Company will be closed from
Wednesday, 4 June 2014 to Friday, 6 June 2014, both days
inclusive, during which period no transfer of shares of the
Company will be registered. In order to be entitled to attend and
vote at the annual general meeting, all transfers of shares of the
Company accompanied by the relevant share certificates and
appropriate transfer forms must be lodged with the Company’s
branch share registrar in Hong Kong, Tricor Investor Services
Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hong Kong (which address will be changed to Level
22, Hopewell Centre, 183 Queen’s Road East, Hong Kong with
effect from 31 March 2014) for registration no later than 4:30
p.m. on Tuesday, 3 June 2014.

APPRECIATION

On behalf of the Board and the management, | would like to
express my heartfelt gratitude to all our staff for their tireless
dedication to the Group during the year. My thanks further go
to our shareholders, investors, clients, suppliers and business
partners for their constant support. | would also wish to
extend my appreciation to all the shareholders as they have
supported the Group to steadily grow its business and expand
into the new eco-friendly construction materials business. The
unwavering support has provided the Group strong momentum
to generate better returns in the future.

Jiang Quanlong
Chairman

Hong Kong, 28 March 2014
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Management Discussion and Analysis

BUSINESS REVIEW

As an EP services and eco-friendly construction materials
provider in the PRC, the Group mainly designs and
manufactures water and flue gas treatment products and
equipment. The Group also undertakes EP construction
engineering projects and provides EP-related professional
services. In recent years, the Group has strived to develop
its production scale of WWCB utilising production equipment
and technology imported from the Netherlands with the aim to
create a new growth driver for business development.

Sales of EP Products and Equipment

During the year under review, sales of EP products and
equipment recorded a turnover of approximately RMB541.9
million, accounting for around 92.1% of the Group’s total
turnover.

Sales of Water Treatment Products and Equipment

The water treatment systems produced by the Group are mainly
used to process industrial and urban wastewater. During the
year under review, the water treatment business generated
a turnover of approximately RMB417.1 million, accounting
for around 70.9% of the Group’s total turnover. The Group
completed 58 water treatment-related sales contracts in the
year while the water treatment business was still the main focus
of the Group’s contracts on hand.

Sales of Flue Gas Treatment Products and Equipment

The Group mainly provides FGD and flue gas denitrification
services to clients engaged in a range of industries including
non-ferrous metals, iron and steel, power generation, cement
and glass. By utilizing its proprietary technology, the Group
has continued to focus on customers in the non-ferrous metal
industry during the year. With the stricter control of airborne
emissions in the PRC, the demand for flue gas treatment is
increasing, which drives the turnover of this business segment
to approximately RMB124.8 million. During the year under
review, the Group completed 10 projects related to sales of flue
gas treatment equipment, representing approximately 21.2% of
the Group’s turnover.
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BEENWED T

EP Construction Engineering Projects

Apart from comprehensive EP solutions, the Group has been
providing one-stop EP solutions to many clients by leveraging
its extensive industry expertise, professional R&D capabilities
and technologies. Most of the projects in this segment spanned
different financial periods and are booked to the accounts
according to the stage of completion. This segment recorded
a turnover of approximately RMB39.1 million during the year
under review.

Provision of EP Related Professional Services

The Group, through its subsidiary namely Shanghai
Environmental Engineering Design & Research Institute Limited
(“SEEDRI"), provides EP-related professional services to clients.
Accredited with Grade A engineering design certificates, SEEDRI
is qualified to undertake engineering design for all environmental
projects. During the year under review, the segment recorded
a turnover of approximately RMB4.0 million, accounting for
approximately 0.7% of the Group’s total turnover.

Sales of EP Construction Materials

The introduction of six EP wallboard production lines from
the Netherlands enabled the Group to expand into the eco-
friendly construction materials business. Two WWCB production
lines commenced operation in 2013 and installation and
testing of the other four are to be completed by mid-2014.
During the year, most of these products were exported to
South Korea, generating a turnover of approximately RMB3.0
million. The Group continued to collaborate closely with a
number of construction and design institutes, and established
model projects in Shanghai, Yixing, Xiamen, Hubei and Inner
Mongolia, thereby drawing the market’s attention to this eco-
friendly construction material. As the business was still at the
stage of development, the revenue generated was relatively low
during the year under review when compared to the expenses
incurred. However, the Group had been engaged in negotiations
for several projects during the year and the response was
positive. Thus, the eco-friendly construction material business is
expected to generate substantial income for the Group in 2014.
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2013, total assets of the Group amounted
to RMB1,525.9 million, a decrease of RMB78.3 million as
compared with RMB1,604.2 million as at 31 December 2012.
This decrease was mainly due to decrease in inventories. The
Group’s total liabilities as at 31 December 2013 amounted to
RMB360.0 million, a decrease of RMB58.9 million as compared
with RMB418.9 million as at 31 December 2012. The main
reason for this decrease in total liabilities was due to decrease
in deposits received and receipts in advance. The Group’s total
equity as at 31 December 2013 was RMB1,165.9 million (2012:
RMB1,185.3 million). The Group had unpaid bank borrowings of
RMB14 million as at 31 December 2013 (2012: RMB14 million)
and the equity ratio calculated by dividing interest-bearing loans
and other borrowings by total equity as at 31 December 2013
was 1.2% (2012: 1.2%). The Group’s cash and cash equivalents
amounted to RMB571.3 million as at 31 December 2013 (2012:
RMB564.1 million).

EXPOSURE TO FLUCTUATIONS IN EXCHANGE

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 and Hong Kong Dollars. As at 31
December 2013, the Group did not have any foreign currency
bank liabilities, foreign exchange contracts, interest or currency
swaps or other financial derivatives for hedging purposes.
Nevertheless, the management is continuing to monitor the
foreign exchange exposure and will take prudent measures as
and when appropriate. As at 31 December 2013, the Group did
not hold any derivative for hedging against both the interest rate
and foreign exchange risks.
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CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31 December 2013, the Group had a capital expenditure
commitment in respect of acquisition of property, plant and
equipment totaling RMB33.0 million for the construction of
WWCB product lines and factories (2012: RMB86.2 million for
the acquisition of property, plant and equipment and injection of
the share capital of a subsidiary). The Group provides product
maintenance service to customers of FGD construction projects
and certain EP products for a period ranging from six months to
two 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 adverse material effect on the overall financial position
or operating results of the Group.

HUMAN RESOURCES

As at 31 December 2013, the Group had approximately
280 employees. Salaries of employees were maintained
at competitive levels and are 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.
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CORPORATE GOVERNANCE PRACTICES

The Board is pleased to present the Corporate Governance
Report in the Group’s annual report for the year ended 31
December 2013.

The Board was committed to achieving good corporate
governance standards.

The Company’s corporate governance practices are based on
the principles and code provisions as set out in the Corporate
Governance Code (the “CG Code”) contained in Appendix 14
of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”).

The Board believes that good corporate governance standards
are essential in providing a framework for the Group to
safeguard the interests of shareholders and to enhance
corporate value and accountability, to formulate its business
strategies and policies, and to enhance its transparency and
accountability.

In the opinion of the directors, throughout the year ended 31
December 2013, the Company has complied with the code
provisions as set out in the CG Code.

DIRECTORS’ 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 to 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 year ended 31 December 2013.

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
inside information of the Company.

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

The Board currently comprises seven members, with four
Executive Directors and three Independent Non-executive
Directors:

Executive Directors:

Mr. Jiang Quanlong, Chairman and member of the Nomination
Committee and the Remuneration Committee

Mr. Jiang Lei, Chief Executive Officer

Mr. Fan Yajun

Mr. Gan Yi

Independent Non-Executive Directors:

Mr. Lai Wing Lee, chairman of the Nomination Committee
and the Remuneration Committee and member of
the Audit Committee

Mr. Leung Shu Sun, Sunny, chairman of the Audit Committee
and member of the Nomination Committee and
the Remuneration Committee

Professor Wang Guozhen, member of the Audit Committee, the
Nomination Committee and the Remuneration Committee

The biographical information of the directors are set out in the
section headed “Directors and Senior Management” on pages
25 to 29 of the annual report for the year ended 31 December
2013. The relationships between the members of the Board are
also disclosed therein.

Chairman and Chief Executive Officer

The positions of Chairman and Chief Executive Officer are
held by Mr. Jiang Quanlong and Mr. Jiang Lei respectively. The
Chairman provides leadership and is responsible for the effective
functioning and leadership of the Board. The Chief Executive
Officer focuses on the Company’s business development and
daily management and operations generally. Their respective
responsibilities are clearly defined and set out in writing.

Independent Non-executive Directors

During the year ended 31 December 2013, the Board at all
times met the requirements of the Listing Rules relating to
the appointment of at least three Independent Non-executive
Directors with one of whom possessing appropriate professional
qualifications or accounting or related financial management
expertise.
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The Company has received written annual confirmation from
each of the Independent Non-executive Directors in respect
of his independence in accordance with the independence
guidelines set out in Rule 3.13 of the Listing Rules. The
Company is of the view that all Independent Non-executive
Directors are independent.

Directors’ Re-election

Code provision A.4.1 of the CG Code stipulates that non-
executive Directors shall be appointed for a specific term,
subject to re-election, whereas code provision A.4.2 states that
all directors appointed to fill a casual vacancy shall be subject
to election by shareholders at the first general meeting after
appointment and that every director, including those appointed
for a specific term, shall be subject to retirement by rotation at
least once every three years.

Each of the Independent Non-executive Directors of the
Company is appointed under a letter of appointment which
is terminable by either party with 3 months’ notice in writing
served on the other side. All directors of the Company are
subject to retirement by rotation once every three years and
any new director appointed to fill a casual vacancy shall submit
himself for re-election by shareholders at the first general
meeting after appointment pursuant to the Company’s Articles
of Association.

Responsibilities, Accountabilities and Contributions of the
Board and Management

The Board is responsible for leadership and control of the
Company and oversees the Group’s businesses, strategic
decisions and performance and is collectively responsible
for promoting the success of the Company by directing and
supervising its affairs. Directors of the Board take decisions
objectively in the interests of the Company.

All directors, including Independent Non-executive Directors,
have brought a wide spectrum of valuable business experience,
knowledge and professionalism to the Board for its efficient and
effective functioning.

All directors have full and timely access to all the information
of the Company as well as the services and advice from the
company secretary and senior management. The directors
may, upon request, seek independent professional advice in
appropriate circumstances at the Company’s expenses for
discharging their duties to the Company.
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The directors shall disclose to the Company details of
other offices held by them and the Board regularly reviews
the contribution required from each director to perform his
responsibilities to the Company.

The Board reserves for its decision all major matters relating to
policy matters, strategies and budgets, internal control and risk
management, material transactions (in particular those that may
involve conflict of interests), financial information, appointment
of directors and other significant operational matters of the
Company. Responsibilities relating to implementing decisions
of the Board, directing and co-ordinating the daily operation
and management of the Company are delegated to the
management.

Continuous Professional Development of Directors

Directors are continually kept up-to-date with the legal and
regulatory developments, and business and market changes to
facilitate the discharge of their responsibilities.

Every newly appointed director will receive formal,
comprehensive and tailored induction on the first occasion of
his appointment to ensure appropriate understanding of the
business and operations of the Company and full awareness
of director’'s responsibilities and obligations under the Listing
Rules and relevant statutory requirements. Such induction shall
be supplemented by visits to the Company’s key plant sites
and meetings with senior management of the Company where
appropriate.

Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills to ensure that their contribution to the
Board remains informed and relevant. Internally-facilitated
briefings for directors will be arranged and reading material on
relevant topics will be issued to directors where appropriate. All
directors are encouraged to attend relevant training courses at
the Company’s expenses.

During the year ended 31 December 2013, Mr. Leung Shu Sun,
Sunny had attended seminars which were organized by the
Association of Chartered Certified Accountants (“ACCA”) and
Vocational Training Council in relation to subjects of taxation and
customers investment psychology respectively and had read
articles issued by ACCA. Directors namely, Mr. Jiang Quanlong,
Mr. Jiang Lei, Mr. Fan Yajun, Mr. Gan Yi and Professor Wang
Guozhen had attended seminar which was organized by a law
firm in Hong Kong in relation to the updates of the Listing Rules
amendments. Although Mr. Lai Wing Lee did not attend the
seminar, the related reference materials have been provided to
him for his own study.
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BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, the Remuneration Committee and the Nomination
Committee, for overseeing particular aspects of the Company’s
affairs. All Board committees of the Company are established
with defined written terms of reference. The terms of reference
of the Board committees are posted on the Company’s
website and the Stock Exchange’s website and are available to
shareholders upon request.

The majority of the members of each Board committee are
Independent Non-executive Directors and the list of the
chairman and members of each Board committee is set out
under “Board of Directors” on page 16 of this Corporate
Governance Report.

Audit Committee

The main duties of the Audit Committee are to assist the Board
in reviewing the financial information and reporting process,
internal control procedures and risk management system, audit
plan and relationship with external auditor, and arrangements
to enable employees of the Company to raise, in confidence,
concerns about possible improprieties in financial reporting,
internal control or other matters of the Company.

The Audit Committee held two meetings during the year to
review interim and annual financial results and reports and
significant issues on the financial reporting and compliance
procedures, internal control and risk management systems,
scope of work and appointment of external auditor and
arrangements for employees to raise concerns about possible
improprieties. The annual financial results and reports in respect
of the year ended 31 December 2013 has been reviewed by the
Audit Committee.

The Audit Committee also met the external auditor twice without
the presence of the Executive Directors.

Remuneration Committee

The primary functions of the Remuneration Committee include
reviewing and making recommendations to the Board on the
remuneration packages of individual Executive Directors and
senior management, and remuneration policy and structure
for all directors and senior management, and establishing
transparent procedures for developing such remuneration policy
and structure to ensure that no director or any of his associates
will participate in deciding his own remuneration.
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The Remuneration Committee determined the remuneration
packages of the individual Executive Directors and senior
management, reviewed and made recommendations to the
Board on the remuneration of the Independent Non-executive
Directors and on the Company’s policy and structure for the
remuneration of all directors and senior management during the
year.

The Remuneration Committee did not hold any meeting during
the year ended 31 December 2013.

Nomination Committee

The principal duties of the Nomination Committee include
reviewing the Board composition, developing and formulating
relevant procedures for the nomination and appointment
of directors, making recommendations to the Board on the
appointment and succession planning of directors, and
assessing the independence of Independent Non-executive
Directors.

In assessing the Board composition, the Nomination Committee
would take into account various aspects set out in the Board
diversity policy, including but not limited to gender, age, cultural
and educational background, professional qualifications,
skills, knowledge and industry and regional experience. The
Nomination Committee would discuss and agree on measurable
objectives for achieving diversity on the Board, where necessary,
and recommend them to the Board for adoption.

In identifying and selecting suitable candidates for directorships,
the Nomination Committee would consider the candidate’s
character and integrity, qualifications, experience, independence
and other relevant criteria necessary to complement the
corporate strategy and achieve Board diversity, where
appropriate, before making recommendation to the Board.

The Nomination Committee assessed the independence of the
Independent Non-executive Directors, considered and made
recommendations to the Board on the re-election of directors
and reviewed the structure, size and composition of the Board
during the year.

The Nomination Committee did not hold any meeting during the
year ended 31 December 2013.

Corporate Governance Functions

The Board is responsible for performing the functions set out in
the code provision D.3.1 of the CG Code.
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Corporate Governance Report

The Board reviewed the Company’s corporate governance
policies and practices, training and continuous professional
development of directors and senior management, the
Company’s policies and practices on compliance with legal
and regulatory requirements, the compliance of the Company’s
Securities Dealing Code and the Model Code and the
Company’s compliance with the CG Code and disclosure in this
Corporate Governance Report.

ATTENDANCE RECORD OF DIRECTORS AND
COMMITTEE MEMBERS

The attendance record of each director at the Board and Board
Committee meetings and the general meetings of the Company
held during the year ended 31 December 2013 is set out in the
table below:

TRERBE

EXECERAARANERERRRLE
BOEERSRAEEEBNEIINGEESE
£ - ARRBREBTAEMEERTH
BEMER  BITARAEFEETAR
FETAMBERARARRBTEEER
SRR AEEERRETNREBR -

ESRZERTRAHFER %

REENBE_Z—=Ff+t_A=+—H
LHFEERTNEZEREZZBREEMN
RARBRRAEGHFECEHIN N T

Attendance/Number of Meetings

HERY  EEXB

Annual
Nomination Remuneration Audit General
Board  Committee =~ Committee ~ Committee Meeting
Name of Director EERE Bt RETAE® FHSAE®  EUTAE® REAEXE
Jiang Quanlong BrE 4/4 0/0 0/0 N/A 1/1
Jiang Lei E& 4/4 N/A N/A N/A 111
Fan Yajun BRE 4/4 N/A N/A N/A 0/
Gan i HR 4/4 N/A N/A N/A 0N
Lai Wing Lee BKH 4/4 0/0 0/0 2/2 0/1
Leung Shu Sun, Sunny 2RI 4/4 0/0 0/0 2/2 11
Wang Guozhen TEY 4/4 0/0 0/0 2/2 0/1

DIRECTORS’ RESPONSIBILITY IN RESPECT OF ERYHERRNETF

THE FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing
the financial statements of the Company for the year ended 31
December 2013.

The directors are not aware of any material uncertainties relating
to events or conditions that may cast significant doubt upon the
Company’s ability to continue as a going concern.

The statement of the independent auditor of the Company
about their reporting responsibilities on the financial statements
is set out in the Independent Auditor’s Report on pages 43 to
44,
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TRERHRE

AUDITOR’S REMUNERATION

An analysis of the remuneration paid to the external auditor of
the Company, Crowe Horwath (HK) CPA Limited, in respect of
audit services and non-audit services for the year ended 31
December 2013 is set out below:

1% Y Bl 5 A

BE_Z-=F1_A=1t—HLEFE"
ARRAINBZBMEEEE (FE) @
FHEREIEAT AR QB XN B BER IR &
FEEFRBOM DI FIRR T

Service Category RIEER Fees Paid/Payable
B2ft, EfER
HK$
BT
Audit Services B AR TS 1,300,000.00
Non-audit Services IERZBAR TS
— Review of accounts for the period - EBFEE=_Z—=F~A=+H
ended 30 June 2013 IFEARI 2 BR B 500,000.00
— Review results announcement - ES VN 50,000.00
1,850,000.00
INTERNAL CONTROLS A BB 2 &1
During the year under review, the Board conducted a review of ~ REIBEFERN > EF & ENRINN

the effectiveness of the internal control system of the Company,
including the adequacy of resources, staff qualifications and
experience, training programmes and budget of the Company’s
accounting and financial reporting function.

COMPANY SECRETARY

The Board appoints Mr. Wan San Fai, Vincent as its Company
Secretary in accordance with the Company’s Articles of
Association and in compliance with the requirements of the
Listing Rules. Mr. Wan has complied with the professional
training requirement as set out in Rule 3.29 of the Listing Rule
during the year ended 31 December 2013.

SHAREHOLDERS’ RIGHTS

To safeguard shareholder interests and rights, a separate
resolution is proposed for each substantially separate issue
at shareholder meetings, including the election of individual
directors. All resolutions put forward at shareholder meetings
will be voted on by poll pursuant to the Listing Rules and poll
results will be posted on the websites of the Company and of
the Stock Exchange after each shareholder meeting.
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Convening an Extraordinary General Meeting by Shareholders

Pursuant to Article 64 of the Articles of Association of the
Company, extraordinary general meetings may be convened
on the requisition of one or more shareholders holding, at the
date of deposit of the requisition, not less than one tenth of the
paid up capital of the Company having the right of voting at
general meetings. Such requisition shall be made in writing to
the Directors or the Secretary for the purpose of requiring an
Extraordinary General Meeting to be called by the Directors for
the transaction of any business specified in such requisition.
If within twenty-one days of such deposit the Directors do not
proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) shall be reimbursed to
the requisitionist(s) by the Company.

Putting Forward Proposals at General Meetings

For proposal of a person for election as director, pursuant
to Article 113 of the Articles of Association of the Company,
no person, other than a retiring Director, shall, unless
recommended by the Directors for election, be eligible for
election to the office of Director at any general meeting, unless
notice in writing of the intention to propose that person for
election as a Director and notice in writing by that person of
his willingness to be elected shall have been lodged at the
Company’s Head Office at Suite 6302, The Center, 99 Queen’s
Road Central, Hong Kong or at the Company’s Registration
Office at Tricor Investor Services Limited at 26th Floor, Tesbury
Centre, 28 Queen’s Road East, Wanchai, Hong Kong (which
address will be changed to Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong with effect from 31 March
2014) at least seven (7) clear days before the date of the
general meeting and the period for lodgement of such notices
shall commence no earlier than the day after the despatch of
the notice of the general meeting appointed for such election
and shall be at least seven (7) clear days in length.

Shareholders who wish to put forward other proposals at
general meetings may follow the procedures in “Convening an
Extraordinary General Meeting by Shareholders” set out above
to convene an extraordinary general meeting for business
specified in the written requisition.
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Putting Forward Enquiries to the Board

Shareholders may put forward enquiries to the Board of the
Company by sending written enquiries to the Company. The
Company will not normally deal with verbal or anonymous
enquiries.

Contact Details

Shareholders may send their enquiries or requests as mentioned
above to the following:

Address: Suite 6302, The Center, 99 Queen’s Road Central,
Hong Kong
(For the attention of the Board of Directors)

Fax: 3747 8047

Email: info@paep.com.cn

For the avoidance of doubt, shareholder(s) must deposit and
send the original duly signed written requisition, notice or
statement, or enquiry (as the case may be) to the above address
apart from other specified address, if any, of the Company,
and provide their full name, contact details and identification in
order to give effect thereto. Shareholders’ information may be
disclosed as required by law.

COMMUNICATION WITH SHAREHOLDERS AND
INVESTORS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and
investor understanding of the Group’s business performance
and strategies. The Company endeavours to maintain an on-
going dialogue with shareholders and in particular, through
annual general meetings and other general meetings. The
Chairman of the Board, the Independent Non-executive
Directors, and the chairmen of all Board committees (or their
delegates) will make themselves available at the annual general
meetings to meet shareholders and answer their enquiries.

During the year under review, the Company has not made any
changes to its Articles of Association. An up to date version of
the Company’s Articles of Association is also available on the
Company’s website and the Stock Exchange’s website.
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Directors and Senior Management

BOARD OF DIRECTORS
Executive Directors

Mr. Jiang Quanlong, aged 61, is the Chairman of the Board
and an Executive Director of the Company. He was appointed
as Director of the Company in August 2006. He is also a
member of the Nomination Committee and the Remuneration
Committee. He has over 15 years of experience in the PRC's
EP industry. He is responsible for formulating strategies
guiding the Group’s overall development and strengthening the
competitive position of the Group in the PRC’s EP market. In
addition, he is the chairman and executive director of China
Rare Earth Holdings Limited, the shares of which are listed on
the Main Board of the Stock Exchange. Mr. Jiang is the father
of Mr. Jiang Lei, an Executive Director, and father of Jiang Xin,
both being controlling shareholders of Praise Fortune Limited,
the controlling shareholder of the Company. He is also the sole
director of Praise Fortune Limited.

Mr. Jiang Lei, aged 31, is the Chief Executive Officer of the
Group and an Executive Director of the Company. He was
appointed as Director of the Company in March 2007. He joined
the Group in March 2007 and is responsible for the business
development of the Group. He holds a bachelor’'s degree
in Finance from Cass Business School, London, the United
Kingdom. Mr. Jiang is the son of Mr. Jiang Quanlong, Chairman
and executive Director and the sole director of Praise Fortune
Limited, controlling shareholder of the Company, and brother
of Mr. Jiang Xin, a controlling shareholder of Praise Fortune
Limited.

Mr. Fan Yajun, aged 46, is an Executive Director of the
Company. He was appointed as Director of the Company
in March 2007. He has more than 20 years of experience
in business management. He joined the Group in July 2002
and has been responsible for the overall administration and
business management. He completed a Master of Business
Administration course at Southeast University in July 2004. For
the period between August 1999 and August 2005, he was
an executive director of China Rare Earth Holdings Limited,
the shares of which are listed on the Main Board of the Stock
Exchange.
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Mr. Gan Yi, aged 58, is an Executive Director of the Company.
He was appointed as Director of the Company in March 2007.
He has over 25 years of experience in EP engineering design.
He was appointed as an officer of SEEDRI in 1995 and has
served as a director of SEEDRI since 2002. He was also the
chairman and general manager of SEEDRI from 20083 until
April 2006, and was appointed the vice general manager of
SEEDRI in April 2006. He is responsible for the daily operation
and market development of SEEDRI. He completed a security
engineering course at Tongji University in December 1988.

Independent Non-Executive Directors

Mr. Lai Wing Lee, aged 74, has been appointed as an
Independent Non-Executive Director of the Company since
December 2007. He is the Chairman of the Nomination
Committee and the Remuneration Committee and also a
member of the Audit Committee. He has been the managing
director of Shenzhen Beishen Environmental Packaging
Development Co., Limited, which is mainly engaged in the sales
and manufacture of EP packaging products, since August 2005.
He graduated from the South China Institute of Technology (now
known as South China University of Technology) in 1965. He
has over 30 years of experience in enterprise management.
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Mr. Leung Shu Sun, Sunny, aged 51, has been appointed
as an Independent Non-Executive Director of the Company
since December 2007. He is the Chairman of the Audit
Committee and a member of the Nomination Committee
and the Remuneration Committee. He has over 20 years’
working experience in, among others, accounting, treasury
management, budgeting and corporate finance. He graduated
from Hong Kong Polytechnic University with a professional
diploma in Accountancy and obtained a master’'s degree in
business administration from the University of South Australia.
He is a fellow member of the Association of Chartered Certified
Accountants, an associate member of the Hong Kong Institute
of Certified Public Accountants and a member of Certified
General Accountants’ Association of Canada. From 2005 to
2007, he served as the financial controller, qualified accountant
and company secretary of Xiwang Sugar Holdings Company
Limited, the shares of which are listed on the Main Board of
the Stock Exchange. From 2001 to date, he was a director of
a company providing accounting, tax and corporate finance
services. From 1999 to 2001, he held key financial position in
a listed company in Hong Kong. From 1998 to 1999, he was
a finance director of a company principally engaged in the
provision of network infrastructure solutions. From 1993 to
1998, he was the financial controller of a company principally
engaged in property investment, trading and securities. From
1987 to 1990, he worked in international accounting firms
handling audit, tax and accounting matters. Mr. Leung has been
an independent non-executive director of Xiwang Special Steel
Company Limited, the shares of which are listed on the Main
Board of the Stock Exchange since February 2012.

Professor Wang Guozhen, aged 78, has been appointed as
an Independent Non-Executive Director of the Company since
December 2007. He is a member of the Audit Committee,
Nomination Committee and Remuneration Committee. He was
from 1994 to 2005, a member of the Rare Earth Expert Group
of China State Planning and Development Commission, and
the team leader of the Industry Division. He graduated from
the Department of Chemical Engineering of Tianjin University
with a major in physical chemistry of metals. He is a member of
the expert group and an adviser of the Environment Protection
Specialist Commission. He was an independent director of the
State-owned Gansu Rare Earth Group Co., Ltd. from 2005
to December 2012. On 1 August 2012, Professor Wang was
appointed as an independent non-executive director of China
Rare Earth Holdings Limited, the shares of which are listed on
the Main Board of the Stock Exchange. On 1 December 2012,
he was appointed as an independent director of Lianyungang
Ligang Rare Earth Industrial Co., Ltd. On 26 January 2013,
Professor Wang was appointed as an independent director of
Shenghe Resources Holding Co. Ltd, the shares of which are
listed on the Shanghai Stock Exchange.
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SENIOR MANAGEMENT

Mr. Wan San Fai, Vincent, aged 40, is the chief financial
officer and company secretary of the Company. He joined the
Group in March 2007 and is responsible for the corporate
finance function of the Group. He oversees matters relating
to financial administration, and the compliance and reporting
obligations of the Group. Mr. Wan has more than 15 years’
experience in auditing, accounting and financial management.
Prior to joining the Group, Mr. Wan has worked for a company
listed on the Singapore Stock Exchange, as its financial
controller from 2005 to 2007. Mr. Wan is a member of the Hong
Kong Institute of Certified Public Accountants. Mr. Wan holds
a Bachelor of Arts degree in Accountancy from the Hong Kong
Polytechnic University.

Mr. Fu Kun, aged 47, has over 20 years of experience in
project management of engineering design. He served as a vice
general manager of SEEDRI since April 2006. Before joining
the Group, he was the vice general manager of Shanghai
Gongcheng Cheng Tao Development Company Limited.
He is responsible for project management of environmental
protection engineering design. He holds a Master of Business
Administration degree from Asia International Open University,
Macau.

Mr. Huang Wei, aged 30, is the vice general manager of
Wuxi Pan Asia Environmental Protection Technologies Limited
(“Wuxi Pan Asia”). He has about 9 years of experience in EP
technology. He joined the Group in 2010 and is responsible for
wood wool cement board division. Before joining the Group, he
was a technical manager of Jiangsu Yuansheng Environmental
Protection Equipment Co, Limited. He graduated from Xuzhou
Normal University, majoring in computer numerical control
machining technology.

Mr. Ji Hongwei, aged 43, is the vice general manager of
Wuxi Pan Asia. He has about 10 years of experience in sales
and project management. He joined the Group in 2003 and
is responsible for sales and marketing of wood wool cement
board. Before joining the Group, he was a sales manager of
Yixing Xingda Catalyst Factory. He graduated from Dapu Middle
School in Yixing City.

Mr. Wu Xijun, aged 40, is the head of the finance department
of Wuxi Pan Asia. He has about 10 years of experience in
financial management. He joined the Group in February 2011.
Before joining the Group, he was a finance manager of Yixing
Xinwei Leeshing Refractory Materials Company Limited.
He graduated from the School of Continuing Education &
E-learning, Jiangnan University, majoring in accountancy.
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Mr. Shen Mingming, aged 58, is the manager of the
administration and human resource department of Wuxi
Pan Asia. He joined the Group in 2010 and is responsible
for the daily management of the Group’s human resource,
administration and logistics services. Before joining the Group,
he worked as deputy general director in Investment Invitation
Bureau of Yixing, the PRC. He graduated from Jiangsu Radio
and TV University majoring in industrial economy management.

Ms. Sun Ying, aged 32, is the manager of the business
development department of Wuxi Pan Asia. She joined the
Group in 2003 and is responsible for the business development
and business management. She graduated from Yangzhou
University majoring in economy management.

Mr. Tang Weiqing, aged 50, the vice general manager of
SEEDRI. He has over 20 years of experience in EP engineering
design. He joined SEEDRI in 2003 and is responsible for the
overall project engineering design of SEEDRI. He graduated
from Shanghai University of Technology with a major in analytical
chemistry.
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Report of the Directors

EEEHRE

The Board is pleased to submit their annual report together with
the audited consolidated financial statements of the Group for
the year ended 31 December 2013.

PRINCIPAL PLACE OF BUSINESS

The Company is incorporated in the Cayman Islands and has
its principal place of business in the PRC at No. 1 Chuanshan
Road, Dingshu Town, Yixing City, Jiangsu Province, PRC
214222 and its principal place of business in Hong Kong at
Suite 6302, The Center, 99 Queen’s Road Central, Hong Kong.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the sale of pipes, water
treatment and flue gas treatment products and equipment, as
well as undertaking of EP construction engineering projects,
provision of EP related professional services and manufacture of
EP construction materials.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the major customers and suppliers
of the Group during the financial year is as follows:

The largest customer BREP

Five largest customers in aggregate hREFB5T
The largest supplier =AM FERE
Five largest suppliers in aggregate h R ER AT

None of the Directors, their associates (as defined in the
Listing Rules) or any shareholders of the Company (which to
the knowledge of the Directors owned more than 5% of the
Company’s share capital) had a beneficial interest in the Group’s
five largest customers and suppliers.
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Percentage of
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Turnover Purchases
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FINANCIAL STATEMENTS

The loss of the Group for the financial year ended 31 December
20183 and the state of the Company’s and the Group’s affairs as
at that date are set out in the financial statements on pages 45
to 50.

DISTRIBUTABLE RESERVES

Losses attributable to equity holders of the Company, before
dividends, of RMB21,098,000 (2012: RMB30,157,000) have
been transferred to reserves. Other movements in reserves are
set out in note 28 to the financial statements.

As at 31 December 2013, the distributable reserve of the
Company amounted to approximately RMB746,741,000 (2012:
RMB759,334,000).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the
Group during the financial year are set out in note 14 to the
financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company
during the financial year are set out in note 27 to the financial
statements.

BORROWINGS

Details of the borrowings as at 31 December 2013 are set
out in note 22 to the consolidated financial statements of the
Group.

DIRECTORS
The Directors during the financial year were:

Executive Directors

Mr. Jiang Quanlong (Chairman)

Mr. Jiang Lei (Chief Executive Officer)
Mr. Fan Yajun

Mr. Gan Yi
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Independent Non-Executive Directors
Mr. Lai Wing Lee

Mr. Leung Shu Sun, Sunny

Professor Wang Guozhen

Mr. Jiang Lei and Mr. Gan Yi retire from the offices as executive
Directors and Professor Wang Guozhen retires from the office
as independent non-executive Director at the forthcoming
annual general meeting in accordance with article 108(A) of the
articles of association and all retiring directors, being eligible,
offer themselves for re-election.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-
executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules and considers all the
independent non-executive Directors to be independent.

DIRECTORS’ SERVICE CONTRACTS

No director proposed for re-election at the forthcoming annual
general meeting has an unexpired service contract which is not
determinable by the Company or any of its subsidiaries within
one year without payment of compensation, other than normal
statutory obligations.

DIRECTORS’/CONTROLLING SHAREHOLDERS’
INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save for the information disclosed in “Related Party
Transactions” in note 32 to the financial statements, no
contracts of significance to which the Company, its holding
company, or any of their subsidiaries was a party, in which
a director or controlling shareholder of the Company had a
material interest, subsisted at the end of the year or at any time
during the year.

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

Neither the Company nor any of its subsidiary purchased, sold
or redeemed any of the Company’s listed share during the year
ended 31 December 2013.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors as at the
date of this annual report, the Company has maintained the
prescribed public float under the Listing Rules.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ITS
ASSOCIATED CORPORATIONS

As at 31 December 2013, 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 of Hong Kong (“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 pursuant to the Model Code
were as follows:

(a) Interests in shares and underlying shares of the
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(a) RARFARGREERND 2 #EDH

Company
Approximate
Equity percentage
derivatives of issued
Number of (share option) share capital
Name of Director Nature of interest shares held BASTETR EERITRAE
EEps EamtE BFEROHE (BRE) ZBRBED
(Note 1)  (Notes 1 and 4)
(Krit1) (Ktat1k4)
Mr. Jiang Quanlong Interest of controlled 550,000,000 (L) 68.75%
BRRERAE corporation (Note 2)
R EER (Hfzt2)
Beneficial interest 30,000,000 (L) 3.75%
Emgn
Beneficial interest 400,000 (L) 0.05%
BEanEn
Mr. Jiang Lei Interest of controlled 550,000,000 (L) 68.75%
Bmks corporation (Note 3)
XA EER (H723)
Beneficial interest 400,000 (L) 0.05%
BEankkan
Mr. Fan Yajun Beneficial interest 5,000,000 (L) 0.63%
BhELEE Engn
Mr. Gan Yi Beneficial interest 2,000,000 (L) 0.25%
HREE EnkEn
Mr. Lai Wing Lee Beneficial interest 1,000,000 (L) 0.13%
RESK A ST Engn
Mr. Leung Shu Sun, Sunny  Beneficial interest 1,000,000 (L) 0.13%
R E Engn
Professor Wang Guozhen Beneficial interest 1,000,000 (L) 0.13%

TEDHE

EORONTAN
B
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(b) Interests in shares of the associated corporation of the (b) MAEQTEEEERD 2R
Company
Approximate
percentage
of the issued
share capital
of the
associated
Name of Number of corporation
associated shares hAEE L E
Name of Director Nature of Interest corporation interested BRITRA
EEnE EmME HEEEER BEROEE ZHHBE DL
(Note 1)
(#15t1)
Mr. Jiang Quanlong Interest of spouse Praise Fortune (8] 0.16%
BRRBEEE foBrEs Limited
Mr. Jiang Lei Beneficial interest Praise Fortune 300 (L) 49.92%
BEEE BamEn Limited
Notes: (T

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

2. These 550,000,000 shares were registered in the name of
and beneficially owned by Praise Fortune Limited. Mr. Jiang
Quanlong is the sole director of Praise Fortune Limited and
he was deemed to be interested in all the shares in which
Praise Fortune Limited was interested by virtue of the SFO.

3. These 550,000,000 shares were registered in the name of
and beneficially owned by Praise Fortune Limited. The total
number of issued shares in Praise Fortune Limited as at 31
December 2013 was 601 shares of US$1 each. Mr. Jiang
Lei held 300 shares being approximately 49.92% in Praise
Fortune Limited and was deemed to be interested in the
Shares held by Praise Fortune Limited under the SFO.

4.  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.

Save as disclosed above, as at 31 December 2013, so far as
was known to any Director or chief executive of the Company,
neither the Directors nor the chief executive had any interests or
short positions in any shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO).

1. FEILIREESRRG,/EER
132 44 -

2. 3% %550,000,0000% f% 17 LAPraise
Fortune LimitedZ % % & &2 I @
EEDESR - BRE%%E HPraise
Fortune Limitedz W —ZE = H1R
BESH KA KRIER AEEPrase
Fortune LimitedFT#iH 281D 2
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3. 3% %550,000,0000% f% 19 LAPraise
Fortune LimitedZ Z& B A HE
E 25 A © Praise Fortune Limited
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&0 - 3 % ST £ W AR B ¥ BPraise
Fortune LimitedFT358 2 I n s ©
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SHARE OPTION SCHEME

The Company adopted a share option scheme (the
“Share Option Scheme”), details of which are set
out in Note 29 to the financial statements. Details of
the share options granted under the Share Option
Scheme and their movements during the year ended
31 December 2013 were as follows:

Directors
gz

Mr. Jiang Quanlong
BRERE

Mr. Jiang Lei
k&

Mr. Fan Yajun
BEERE

Mr. Gan Yi
ks

Mr. Lai Wing Lee
BkRIRE

Mr. Leung Shu Sun, Sunny
REFRE

Professor Wang Guozhen
IAYHR

Continuous contract

employees
EBLHIEA
Total
@t

Date of
Grant
REAH

14/5/2008

14/5/2008

14/5/2008
11/6/2012

14/5/2008
11/6/2012

14/5/2008
11/6/2012

14/5/2008
11/6/2012

14/5/2008
11/6/2012

14/5/2008

11/6/2012

Exercise
Price
per
share
Bk
iy 3
BT
HKD

2.81
0.83

2.81
0.83

0.83

Vesting
Period

] L

14/5/2008 to
13/5/2009

14/5/2008 to
13/5/2009

4/5/2008 to
3/6/2009
1/6/2012 to
0/6/2013

4/5/2008 to
3/5/2009
1/6/2012 to
0/6/2013

4/5/2008 to
3/6/2009
1/6/2012 to
0/6/2013

14/5/2008 to
13/5/2009
11/6/2012 to
10/6/2013

14/5/2008 to
13/5/2009
11/6/2012 to
10/6/2013

14/5/2008 to
13/5/2009

11/6/2012 o
10/6/2013

Exercise
Period

e

14/5/2009 to
13/5/2018

14/5/2009 to
13/6/2018

14/5/2009 to
13/5/2018
11/6/2013 to
10/6/2022

14/5/2009 to
13/6/2018
11/6/2013 to
10/6/2022

14/5/2009 to
13/5/2018
11/6/2013 to
10/6/2022

14/5/2009 to
13/5/2018
11/6/2013 to
10/6/2022

14/5/2009 to
13/5/2018
11/6/2013 to
10/6/2022

14/5/2009 to
13/6/2018

11/6/2013 to
10/6/2022
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RN RRM—IBEIR TS ([BARET
2] FBHRIHHRERM 29 - RIEME
RIEEIRH 2 BREZFBREEHS
—E-=HF+-A=t+—RHILFEZ ¥
M

BREHE

Number of Share Options

Exercised/
Cancelled/ Balance
Balance Lapsed as at
as at during  31/12/2013
1/1/2013 Granted  the period R®
R during RER —B-=F
Z8-=% theperiod B/ +=8
-B-H REIR BEE/ =+-H
A 33 ERi BAN 28
400,000 - - 400,000
400,000 - - 400,000
2,500,000 - - 2,500,000
2,500,000 - - 2,500,000
1,000,000 - - 1,000,000
1,000,000 - - 1,000,000
500,000 - - 500,000
500,000 - - 500,000
500,000 - - 500,000
500,000 - - 500,000
500,000 - - 500,000
500,000 - - 500,000
10,800,000 - - 10,800,000
10,000,000 - - 10,000,000
30,000,000 - - 30,000,000
40,000,000 - - 40,000,000
50,800,000 - - 50,800,000
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DIRECTORS’ RIGHT TO ACQUIRE SHARES AND
DEBENTURES

Other than the Share Option Scheme disclosed above, at no
time during the year was the Company or any of its holding
company, subsidiaries or fellow subsidiaries a party to any
arrangements to enable the Directors to acquire benefits
by means of acquisition of shares in or debentures of, the
Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES OF THE COMPANY

So far as was known to the Directors and chief executive of
the Company, as at 31 December 2013, 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:

Interests in the shares and underlying shares of the
Company

EFMRORRFZET

B DB St BT R E SN - MAER
EAAIESE - AR SEZERA RSB R
Al F R B R R AT AR HE -
EEEBREARRSEMEMEAR
BB B 7S

FERRTE L TR {5 B 46 R A
fzEERKkE

R-ZE—=F+_A=+—H BARF
BEERERTERABRA  TAAL (K
REIEEXERHITHABRIN) RARF
2 P17 s ARRBRR (5 B AR IR F 5 K
BB E336IETFE 2 B MRz sk
KEWT

RAEXRRMD REBRAD 2 EH

Approximate

Equity percentage of
Number of derivatives issued share
Name Nature of interest shares held (share option) capital
BASTETR EEBRITRAE
=g ERtE fERGEA (BRE) ZBRBED
(Note 1) (Note 1)
(BfiE1) (Hfzz1)
Praise Fortune Limited Beneficial interest 550,000,000 (L) 68.75%
Praise Fortune Limited gl Fa
Mr. Jiang Xin Interest of controlled corporation 550,000,000 (L) 68.75%
BErAE XA EER (Note 2)
(Hri#2)
Beneficial interest 20,000,000 (L) 2.50%
Engn
Ms. Qian Yuanying (Note 3) Interest of spouse 580,000,000 (L) 72.50%
Bzt (#:73) f B
Interest of spouse 400,000 (L) 0.05%
B
Ms. Li Jingru (Note 4) Interest of spouse 570,000,000 (L) 71.25%

gt (M)

R Fa



Annual Report 2013 « —E—=F &

Report of the Directors

EEEHRE

Approximate
Equity percentage of

Number of derivatives issued share
Name Nature of interest shares held (share option) capital
BRAESTETR HEBRITRE
7B EHEME RO EAE (EBRE) ZHARSE
(Note 1) (Note 1)
(Hizt1) (Hfzz1)
Ms. Chai Yongping (Note 5) Interest of spouse 550,000,000 (L) 68.75%
st t (Mi2s) LB
Interest of spouse 400,000 (L) 0.05%
LB
Notes: PEE -

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

These Shares were registered in the name of and beneficially
owned by Praise Fortune Limited. The total number of issued
shares in Praise Fortune Limited as at 31 December 2013 was 601
shares of US$1 each. These 601 shares were owned as to 300
shares being approximately 49.92% by Mr. Jiang Lei, an executive
Director, 300 shares being approximately 49.92% by Mr. Jiang Xin
and 1 share being approximately 0.16% by Ms. Qian Yuanying.
The sole director of Praise Fortune Limited is Mr. Jiang Quanlong,
an executive Director. Under the SFO, Mr. Jiang Lei, Mr. Jiang
Xin and Mr. Jiang Quanlong were deemed to be interested in the
Shares held by Praise Fortune Limited.

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

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

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

Save as disclosed above, as at 31 December 2013, the
Company has not been notified by any person (other than the
Directors or chief executive of the Company) who had interests
or short position in the shares or underlying shares of the
Company.

1. EEILEEBATRBG B
2138 -

2. ZE WD UAPraise Fortune LimitedZ %
EEZRWHEELRES - Praise Fortune
Limted® —FE—=F+_-_A=+—H
2 BTN B EH A601E TR E A1
FEILZ B o ZE01IRIRH Ty m Rk
(31T E F) % B3008% B 17 (BD 49
49.92%) - M i & 5 & ¥ 53000k Bk 19
(BN #949.92%) R A # TR L+ % A1
B A% 15 (BD #)0.16%) ° Praise Fortune
LimitedZ Mt —EFEAATESEREL
EoREBEBHRBEGD - B&ExE-
B E SRR B AR B M Praise

Fortune LimitedffT#% 8 2 Bk 1 ¥ #E & &

3. BRRELTTEREAEZRS  HK
BRREREEERERER Z2HN
K ABRAR D A HE A

4 FEMEEDEEREZEE  BLEE
BRBBEERRAEE 2 2 WG
A -

5. SR ETERELEZEM  RUbEE
RREREETARRER 2 2500 AR
ARt R A A
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MANAGEMENT CONTRACTS

No contracts, other than the service contracts of the Directors,
concerning the management and administration of the whole
or any substantial part of the business of the Company were
entered into or existed during the year.

COMPETING BUSINESS INTERESTS OF
DIRECTORS

Non-Competition Undertaking

Under the restrictive covenants of a share purchase agreement
dated 1 December 2007 executed among (i) YY Holdings as
vendor, (i) Praise Fortune Limited, Mr. Jiang Quanlong, Ms.
Qian Yuanying, Mr. Jiang Lei and Mr. Jiang Xin as covenantors,
and (i) the Company as the purchaser, each of Praise Fortune
Limited, Ms. Qian Yuanying, Mr. Jiang Quanlong, Mr. Jiang
Lei and Mr. Jiang Xin (collectively the “Covenantors”) has
undertaken that he/she/it will not and shall procure his/her/its
associates will not:

(@) at any time disclose to any person, or himself/herself/
itself use for any purpose, and shall use his/her/its best
endeavours to prevent the publication or disclosure of, any
information concerning the business, accounts or finances
of any Group company, or any of its clients’, suppliers’
or customers’ transactions or affairs, which may, or may
have, come to his/her/its knowledge;

(b) at any time during which the Company is listed on
the Stock Exchange and for so long as each of the
Covenantors and their respective associates collectively
hold, whether individually or taken together, 30% or more
of the issued Shares or is regarded as the controlling
shareholder(s) of the Company under the Listing Rules
or for a period of two years from the date of the Listing,
whichever is the longest period of time:

(i) directly or indirectly solicit, interfere with, employ or
endeavour to entice away from any Group company
with a view to competing with the Group any
person who, to his/her/its knowledge, is now, or
has during the 12 months preceding the date of the
share purchase agreement been, a client, customer,
supplier or employee of, or has been in the habit of
dealing with, any Group company;

TEHAEW

BREZEZRBAWIN  FARETIHEFESR
MARBBEEBEBRHATENERS ) 2EH
RITBAEH -

EFERBERBCER

TR FAEE

IR YY Holdings (B 77) - (i) Praise Fortune
Limited * $RBELA - Bmint  B&EEAE
Rg&LE GEEAN) BiAAR (EFH) K=
SR+ F+ZA—HE L2 BRI E 2R
&3 » Praise Fortune Limited ~ &%+
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(@)
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(i) at any time use the name or trading style of any
Group company, or any trademarks or logos or
device similar in appearance to any trademarks, in
the PRC, Hong Kong or any other part of the world,
or represent himself as carrying on or continuing
or being connected with any Group company or its
business for any purposes whatsoever; and/or

(iiiy  directly or indirectly carry on or be engaged or
concerned or interested in the businesses of (i)
the production of water treatment and flue gas
treatment and solid waste treatment equipment and
components and pipes; (ii) the sale and installation
of water treatment and flue gas treatment and solid
waste treatment equipment and pipes; and (iii) the
contracting of water treatment and flue gas treatment
and solid waste treatment projects, being the current
principal businesses of the Group.

Each of the Covenantors has undertaken in favour of the
Company under the share purchase agreement to procure the
provision to the Company of all information necessary for the
enforcement of the above undertaking. Each of the Covenantors
further undertakes in favour of the Company to make a
statement in the annual report of the Company confirming
compliance by it and its affiliates with the terms of the non-
competition undertaking in the share purchase agreement.
The Company has received the confirmation in relation to
compliance by them and their affiliates with the terms of the
non-competition undertaking in the share purchase agreement
for the year ended 31 December 2013.

Each of the Covenantors has confirmed that he/she/it is not
currently engaged in any business, which directly or indirectly
competes or may compete with the Group’s business.
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Benxi Fanya Environmental Heat & Power Co., Ltd. (“Benxi
Fanya”) is owned as to 80% by Asia Global Tech Group Limited
(*AGT (HK)"), and as to 20% by an independent third party.
AGT (HK) is beneficially owned as to 60%, 20% and 20% by
Ms. Qian Yuanying (the spouse of Mr. Jiang Quanlong), Mr.
Jiang Lei and Mr. Jiang Xin (both of whom are sons of Mr.
Jiang Quanlong) respectively. The permitted business scope on
the business licence of Benxi Fanya includes, among others,
research and consultation of EP technology, and design of EP
engineering. As at the date of this annual report, Benxi Fanya
was principally engaged in generating electricity and heat,
and was not engaged or interested in any businesses which
compete with the current principal businesses of the Group.
Jiangsu Tianyuan Technologies Limited (“Jiangsu Tianyuan”)
is owned by the associates of Mr. Fang Guohong, a former
executive Director of the Company who resigned on 25 March
2009. The permitted business scope on the business licence
of Jiangsu Tianyuan includes, among others, research and
development of denitrification EP equipment and technology,
manufacture of FGD EP equipment, desulphurization
absorption tower and flue glass flake anticorrosive material
and denitrification EP equipment. As at the date of this
annual report, Jiangsu Tianyuan was principally engaged in
the business of producing thermal insulation components,
and was not engaged or interested in any businesses which
compete with the current principal businesses of the Group.
The permitted scope of business of each of Benxi Fanya and
Jiangsu Tianyuan is relatively wide, but it is not unusual for a
corporate entity to provide for a broader scope of business in its
corporate documents to allow for flexibility. At present, neither
Benxi Fanya nor Jiangsu Tianyuan has any plan to vary their
respective business licences to exclude or alter the permitted
activities as set out therein.

Mr. Jiang Quanlong is also the chairman and one of the
executive directors of China Rare Earth Holdings Limited
(“CRE”), a company whose securities are listed on the Main
Board. CRE and its subsidiaries are principally engaged in
manufacturing and sales of rare earth products and refractory
products. As the Group’s principal business is to provide
integrated EP solutions in areas such as water and flue gas
treatments, the current principal businesses of the Group and
those of CRE and its subsidiaries do not compete with each
other.

Under the restrictive covenants of several service agreements
dated 1 December 2007 between the Company and each of the
executive Directors, the executive Directors gave undertakings
similar to the wordings stated in paragraph (b) above of the said
share purchase agreement.

KEZTDREBEAR AR ([AEZE]
fiAsia Global Tech Group Limited ([AGT
HK)]) #E B8O0% kM — U B E=F#AH
20% ° AGT HK)D BImETE i+ (BRER
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S 7 F) BEAH60% - 20% K20% © AN KT 35
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ol BmERE (AR edE) BERER
BERFMHTE  ERERRAREE  RER
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The independent non-executive Directors shall review, at least
on an annual basis, the compliance with the non-competition
undertaking by each of such persons on their existing or future
competing business and the Company shall disclose the result
of such review either through the annual report of the Company,
or by way of announcement to the public. The independent
non-executive Directors have reviewed and confirmed the
compliance by each of such persons with the non-competition
undertaking for the year ended 31 December 2013.

As the controlling shareholders namely, Praise Fortune Limited,
Mr. Jiang Lei and Mr. Jiang Xin and Mr. Jiang Quanlong as
the sole director of Praise Fortune Limited have given non-
competition undertakings in favour of the Company and none of
them has interests in other business that compete or are likely
to compete with the business of the Group, the management
and operation of the operating entities are independent from
each other. The Directors are of the view that the Group
is capable of carrying on its business independently of the
controlling shareholders.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the
Company’s articles of association or the laws of the Cayman
Islands which would oblige the Company to offer new shares on
a pro-rata basis to its existing shareholders.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 152 of
the annual report.

RETIREMENT BENEFIT COSTS

The retirement schemes of the Company and its subsidiaries are
primarily in form of contributions to the Hong Kong mandatory
provident fund and China statutory public welfare fund.
Particulars of these retirement schemes are set out in note 7 to
the financial statements.

PROFESSIONAL TAX ADVICE RECOMMENDED

If the shareholders of the Company are unsure about the
taxation implications of purchasing, holding, disposing of,
dealing in, or the exercise of any rights in relation to the shares,
they are advised to consult an expert.

Annual Report 2013 « —Z&— = FF 3§

Report of the Directors

EEEHRE

BUFRNTEFAZLSFRISHEBALR
BEZRALAARBEFEBET IRF AL
EZFHRIEN - MARBRKEBARRFRE
REMRBATHERBBI AR - BIIEH
TEECEHICHERZERALTERBE
E—=F+ A=t HLFEETIEFK

s

ah °

A E AR I S B Praise Fortune Limited » 3%
SERESELEERIERELE (Praise Fortune
LimitedZ MW —%F %) BEA TUARA AZ=EA
ZABEEE  BENEMEREREEERR
FRAEEAREEERF C AMERTHE
R RELBREZEERLERE BT
WEERAANEBEGR DB INIERBR RS
REBER o

BEBRE

AR RAMEIRMAINN S SRR EEH
RHADARLHIAAREREEEHRG 2
ERBERZ T -

MEWRE
FEBEBEREMRFE L LARAERE
ERERNFRE152H -

BFEFIEE
ARRARAMBARZRIGHBEBUEER

HERAEERPBEEEAESHR 2PN - 1l
FRRFTEZFHBERR I B REM T -

BERZERRBEER

MARBBERAGEEERE K6 HE &
BHITEABRN ZERENZHBEE - &
FEREFERNERAL -

41



42

Report of the Directors

EEEHRE

AUDITOR

The consolidated financial statements for the years ended 31
December 2011 and 2012 were audited by CCIF CPA Limited.
Due to the merger of business with PCP CPA Limited resulting
in Crowe Horwath (HK) CPA Limited operating as the merged
firm, CCIF CPA Limited retired as auditor of the Company with
effect from 6 June 2013. Crowe Horwath (HK) CPA Limited was
appointed as auditor of the Company to hold office until the
conclusion of next annual general meeting.

The consolidated financial statements for the year ended 31
December 2013 have been audited by Crowe Horwath (HK)
CPA Limited. Crowe Horwath (HK) CPA Limited will retire and,
being eligible, offer themselves for re-appointment.

A resolution for the re-appointment of Crowe Horwath (HK)
CPA Limited as auditor of the Company will be proposed at the
forthcoming annual general meeting.

By order of the Board
Jiang Quanlong
Chairman

Hong Kong, 28 March 2014

U

53 1]

HE-_T——FRk=-_FT——-F+=A=+—H
FEZREMBERENDEERERSTE
BRAERARER - BRRES SR FBA
BRAREEEENGHMELHEAMERA A
TEBEH  AEZARBEEEE (B5)
SHMEBMARAR  MRESGHMER
FBERAREBEZZE—=FXANARETAR
AIZERD - BIE5E (BB) S5t EEMAR
NAEZTEARARIZERM  THEERAR
TERRBAFAEERAL -

HE-_ZT—=F+-_A=1+—RHIEFEZHFE
PBHmACEHBEEE (B8) SRIEBR
BRARIER - BIEEE (B8) S ELM
BERARSGREEAERESHIBE -

ENBERERE (FE) SHMEBHERL
BIRA DR Z BN 2 RE R E AR B
RELRE -

EESFEMm
ES
BRAE

B —FT-NF=A=+NH



Annual Report 2013 ¢ —E—=F &

Independent Auditor’s Report

Crowe Horwath.

INDEPENDENT AUDITOR’S REPORT TO THE
SHAREHOLDERS OF PAN ASIA ENVIRONMENTAL
PROTECTION GROUP LIMITED

(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Pan
Asia Environmental Protection Group Limited (the “Company”)
and its subsidiaries (together the “Group”) set out on pages
45 to 151, which comprise the consolidated and company
statements of financial position as at 31 December 2013,
and the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the
year then ended, and a summary of significant accounting
policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

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

18 M 2 B AR

BEEEE (&8 SMEBAMERAR
Crowe Horwath (HK) CPA Limited
Member Crowe Horwath International

& REE BRET7H BER09E
9/F Leighton Centre,

77 Leighton Road,

Causeway Bay, Hong Kong

BZERGREERTRLAFZERREZ
95 3 1% B B 4R
(REEHEZMALZ BERLA)

AAZHENE BALFASE 151 B FTEZ0R
REBEERAR ([EAF]) REMBEA
Al (AEAIEEE]) 2EEVBRE -
BRZE—=F+ZA=+t—HZHEK
RAFHMRRE BEZBAULFEZHE
BREkHEMEEKEE  GAERIEHK
MR BERER  URTESHEEMR
DREMBABPER o

EFREGSMBRRZRE

BERAEFABRABALGIMASEMZ
FEMBREE REBRARE 2 WE
BE  BERREEQFNSEEMB®RE
NEREZRRHEEZABAEE - g
RERA M IMER 2 B BB A SRR A
(TimE B AFF R SI#E) -

BBz RE

A2 EERRBEEZ 2 EREIE
RAEVBHRRELER  ERRAKRER
BFNER  TEBEEMRR - A28
B R A R E 2 AR FEREMBA LR
BIAESE -

43



44

Pan Asia Environmental Protection Group Limited * ;2 THIR{REBGR AT

Independent Auditor’s Report
BYZEEHRE

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on
the auditor’s judgment, including the assessment of the
risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to
the entity’s preparation of consolidated financial statements that
give a true and fair view in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the
overall presentation of the consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2013 and of the Group’s loss and
cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

Crowe Horwath (HK) CPA Limited
Certified Public Accountants
Hong Kong, 28 March 2014

Sze Wing Chun
Practising Certificate Number PO6035

AR 2 BT RRBEL GRS
B BAETEAETT - RFLRNER
AIZBEN B TR TR E A R8I RETTE
BIAGE 2 EMNERAMBHREEE T
FHEEAZ SRR -

EVBEBRETIEFUNIRSEES MK
BEABBBELRBEETRAEBIELE
e BMZRERFAR T REENZH
B - BREAEGRAMBHRRZEANERR
At (N amE B AR ER R 51 ) Z B -
FEEHZERBTEE - ZBE8E B R
RARHEEBERA TRV BRRERLZ
MEBEEHE - U AT RBER K EE B&IE
Fr BXIEEERARAREIZERTE R
RERR - ERAENERNEMAS
BERZIRES EFmEzethEzE
B YA MBERRIBBZ2575H
R R o

AIZBENIR(E - AEBEIFTERG 2 BB
ERREHEZEAMEBANNRE -

BR

AZBMAR  HEVBRRBREZEM
BRELNEAEERDFHBR ER
Al BEEER T =F+_A=t—
BzfB#nk BEEEBEZALFE
ZEEERRERE - WRREBRFES
ZWBEREHZRRE -

BEE&E (FE) SHMESRARAR
HE BT AT
28 —Z-HF=A-+/\H

B 7k i
HEFEHFP0603S



Annual Report 2013 ¢ —E—=F &

Consolidated Statement of Profit or Loss and Other Comprehensive Income

TURNOVER
Cost of sales

GROSS PROFIT

Other revenue

Other net gain/(loss)

Selling and distribution expenses
General and administrative expenses
Other operating expenses

Finance costs

LOSS BEFORE TAXATION

Income tax expenses

LOSS FOR THE YEAR

Other comprehensive (loss)/income for
the year (after tax and reclassification

adjustments)

Items that will not be reclassified subsequently FEf&15 18 E#H 7B E B2

to profit or loss:

- Exchange differences on translation of
financial statements to presentation
currency

Total comprehensive loss for the year

mERaRkEMEEEER

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

2013 2012
—Z-=K —E-—F
Note RMB’000 RMB’000
Bt ARBTT AREFTT
BEH 4 587,980 410,838
SHER A (523,091) (366,208)
£7 64,889 44,630
HAb A 4 4,398 4,113
HipZWA /() 4 335 (4,020)
HERDHBX (7,112) (4,504)
— B RITHEREX (69,692) (54,926)
HEems (9,868) (11,583)
BEKA 5(a) (976) (976)
BRI R 5 (18,026) (27,266)
P 6 (3,371) (5,984)
FRER (21,397) (33,250)
HttER2m (58) ks
(REREEHSBRE)
EH :
—BEBBERRERNEE
EECZERZES
(1,114) 23
FEREEGRAE (22,511) (33,227
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GERakEMEEKER

For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

Loss for the year attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive loss for the year
attributable to:
Owners of the Company
Non-controlling interests

LOSS PER SHARE
- Basic and diluted

BUF A5
Z/NCIE 2D
IR E S

UFTATEEFAZERR
e

Z/NCIE 2D
Etdie

SRER
- BRRES

The notes on pages 51 to 151 form part of these financial

statements.

Note
Pt &£

12

2013 2012
—Z-=K —E-—F
RMB’000 RMB’000
AERBTR AREFT

(21,098) (30,157)
(299) (3,099)
(21,397) (33,250)
(22,212) (30,134)
(299) (3,093)
(22,511) (33,227)

RMB(2.64) cents
AE®(2.64)5

RMB(3.77) cents
ARBQB.7)D

FOIEEFIS1AZMEBARBRKRZ

—#13 -



NON-CURRENT ASSETS FREBEE
Prepaid lease payments BANREZE
Property, plant and equipment  #1% « BE R &

Available-for-sale financial asset ~ A[ftHESRHEE

Investments in subsidiaries REB AR 2R E
CURRENT ASSETS REEE
Prepaid lease payments BNAERE
Inventories FE
Trade and other receivables BB 5 K E A
Pledged bank deposits BHEBBITER
Cash and bank balances Be RF1TEH
CURRENT LIABILITIES nE AR
Trade and other payables BN E 5 R EM A
Short-term bank loans RHBETER
Deposits received and receipts B UiES KB
in advance
Tax payable FERHIR
NET CURRENT ASSETS REEERE
TOTAL ASSETS LESS BEBERTHAR
CURRENT LIABILITIES
NON-CURRENT LIABILITIES #%Bi&E
Deferred tax liabilities EREBIEEE
NET ASSETS BEBE
CAPITAL AND RESERVES BER G
Share capital R
Reserves [#fE

Equity attributable to owners FATFIHEA
of the Company F{LiER
Non-controlling interests FIERESR

TOTAL EQUITY ER4E

Annual Report 2013 ¢ =& — = FF 3}

Statements of Financial Position

B ISR 2R

As at 31 December 2013
RZE—=F+=-A=+—H

The Group The Company
*5E /N

2013 2012 2013 2012
—Z-Zf = —Z-=F —T——F
Note RMB’000 RMB’000 RMB’000 RMB’000
s AR®TRT ARETT AR¥TT AR®TT
18 54,551 41,372 - -
14 366,325 310,540 537 27
15 9,000 9,000 - -
16 - - 518,437 461,430
429,876 360,912 518,974 461,457
13 1,178 878 - —
17 97,365 178,896 - =
18 415,568 480,896 247,106 281,677
31 10,616 18,500 - -
20 571,326 564,078 3,671 207
1,096,053 1,243,248 250,777 281,884
21 175,985 173,852 63,451 4,690
22 14,000 14,000 - -
151,728 208,671 - =
26(a) 3,389 9,094 - -
345,102 405,617 63,451 4,690
750,951 837,631 187,326 277,194
1,180,827 1,198,543 706,300 738,651
26(b) (14,930) (13,272) - -
1,165,897 1,185,271 706,300 738,651
27 74,872 74,872 74,872 74,872
28 1,094,369 1,113,444 631,428 663,779
1,169,241 1,188,316 706,300 738,651
(3,344) (3,045) - -
1,165,897 1,185,271 706,300 738,651

The consolidated financial statements on pages 45 to 151 were ®&KEHFeWN T —pUFE=H —+ /\BH#LE
approved and authorised for issue by the board of directors on G 3Z#e |3 E45 B F F151 B 2 454 B 1%

28 March 2014 and are signed on its behalf by:

BRI B TINEFTKRRE

Jiang Quanlong BRiE Jiang Lei BE

Director EE

Director -

The notes on pages 51 to 151 form part of these financial ZE51EZEFE 1518 M TEBAMBHRE Y

statements.

—H5 -
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Consolidated Statement of Changes in Equity
mEERBER

For the year ended 31 December 2013

HE

At 1 January 2012

Loss for the year
Other comprehensive income
- Exchange differences
on translation of financial

statements to presentation

currency

Total comprehensive loss
for the year

Transfer to retained profits
upon lapse of share options

Equity-settled share-based
transactions

At 31 December 2012 and
1 January 2013

Loss for the year
Other comprehensive income
- Exchange differences
on translation of financial

statements to presentation

currency

Total comprehensive loss
for the year

Transfer 1o reserves

Equity-settled share-based
transactions

At 31 December 2013

The notes on pages 51

statements.

—E—=FF+_A=+—HLFE

Attributable to owners of the Company

FOTREARH
Enterprise ~ Statutory Share Non-
Share Share  Special ~ Capital expansion  surplus Translation ~ option Retained controlling Total
capital premium  reserve  reserve  reserve  reserve  reserve  reserve  profits  Subtotal interests equity
RME EEER L1 Fial e
R ROER HHEE RIEE ffi i ERER B RERN it g ]
RMB'000  RMB'O00 RMB'000 RMB'O00 RMB'000  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARETRT ARETT ARETR ARETT ARETR ARETT ARETR ARETR ARETn ARETR ARETR ARETR
(Note 28())  (Note 28(i)  (Note 28ji) ~ (Note 28(1)) (Note 28(y) (Note 28vi) (Note 28}
(Wrixonf)) (Mskosq)) (Prsrosfi) (Misros) (Mizksny) (Piskosn) (Hikoswi))
—3-—5-3-A 74872 419,229 94,225 133 46,3% 55,668 (147) 13063 518312 1,214,426 48 1,214,474
ERER - - - - - - - - (80157) (80157 (3093  (33.250)
Hfp2ENE
- AREBRRE R
BRELENER
- - - - - - PA] - - 23 - 2
EREEERER
- - - - - - 3 - 0157) (30134 (3093  (33.220)
REREXNEER
iﬁ”ﬁﬂ = - - - - - - (720) 20 - - -
RA&ERR
- - - - - - - 4024 - 4,024 - 4,024
o
tZA=1-H
R-E-=F-B-F 74872 419229 9422 183 463% 55608 (7448 16367 488875 1,188,316 (3,045) 1,185,271
ENER - - - - - - - - (21,008 (21,098) (299)  (21,397)
Hp2ENE
- AEEBRRE ]
BRELENER
- - - - - - (1,119 - - (1,114 - (1,114
EREERER
- - - - - - (1,19 - (21,098 (22,212) (299)  (22,511)
2a5HE - - - - 311 31 - - (622) - - -
RA&ERA
W5 - - - - - - - 3,137 - 3,137 - 3,137
n=F-=%
+-A=1-H 74812 419229 94,205 133 46706 55979 (8562 19,504 467,155 1,169,241 (3,344) 1,165,897

to 151 form part of these financial

FE51EEFI51AZHEBATEREKZ
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Consolidated Statement of Cash Flows
GERERER

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

2013 2012
—F-=% -F=%
RMB’000 RMB’000
AR®TT ARBT T
Operating activities BEEH
Loss before taxation BrEiRTE1E (18,026) (27,266)
Adjustments for: A
Amortisation of prepaid lease payments BEBRNEERE 955 878
Depreciation of property, plant and equipment ME  BEREREBEZITE 20,567 21,845
Dividend income from unlisted equity FELMRAZSZ
securities (LSS N (750) (1,000)
Equity-settled share-based A E R B
transactions X5 3,137 4,024
(Gain)/loss on disposals of property, HEME  BEK
plant and equipment Rz (WA),/ BB (441) 9
Impairment loss on trade receivables JEW B 53 IE 2 R AR R 1,370 1,028
Impairment loss on other receivables JEMS LA I8 2 BB B 12 1,199 39
Impairment loss on deposits Be 2 HERE - 818
Interest expenses MEFXZ 976 976
Interest income B IA (2,505) (2,694)
Loss on written off of property, plant WEEME - BE KA
and equipment BB - 3,942
Reversal of impairment loss e E 5508
on trade receivables HEERD (31) -
6,451 2,599
Changes in working capital EEGSER
Decrease/(increase) in inventories FERD /(32m) 80,989 (101,396)
Decrease in trade and W 5 B HoAth 5/ IR
other receivables > 62,790 23,473
Increase in trade and T 5 R B At 5/ IE
other payables N 2,133 72,189
(Decrease)/increase in deposits received Bl e kB
and receipts in advance R/ 0 (56,943) 30,415
Cash generated from operations BEXBEEZRS 95,420 27,280
PRC Enterprises Income Tax paid ERPECERER (7,418) (5,065)
Net cash generated from BEIDEEZ
operating activities Bess 88,002 22,215
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Consolidated Statement of Cash Flows

GERETRER

For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

Investing activities

Interest received

Dividends received from unlisted equity
securities

Payments for acquisition of prepaid
lease payments

Proceeds from disposals of property,
plant and equipment

Payments for acquisition of property,
plant and equipment

Decrease/(increase) in pledged bank
deposits

Net cash used in
investing activities

Financing activities
Interest paid
Short-term bank loans raised

Net cash (used in)/generated from
financing activities

Net increase/(decrease) in cash and
cash equivalents for the year

Cash and cash equivalents
at beginning of the year

Effect of foreign exchange rate
changes, net

Cash and cash equivalents at end of
the year

Analysis of the balance of cash and
cash equivalents
Cash and bank balances

The notes on pages 51 to 151 form part of these financial

statements.

REZEH
B B
BIEETMBRAES
W2 BR 8
%Eﬁﬁﬂ%ﬁ (NP

HEYE - BB RRE
RS 50R

BEVE BER
R

BEBRITESRD
(3240)

RREBRA
ZHEBRH

BMEED
ERFE

FHESRIT ERPTSFIR

MRED (), EEzhRe
B

*FEHEREFAALINE
/m, () B8

FNZHERERARE
RE

SEEERBZERR

FRZAGRERALRS
HE

HeRERREMA
w\ESm
Re MIRITHE

2013 2012
—E-=F —E-—F
RMB’000 RMB’000
AR®TT ARETT
2,505 2,694
750 1,000
(14,434) (1,682)
1,022 1
(76,399) (72,475)
7,884 (7,440)
(78,672) (77,902)
(976) (976)
- 14,000
(976) 13,024
8,354 (42,663)
564,078 606,815
(1,106) (74)
571,326 564,078
571,326 564,078

Z51EEE151H 2 M EBANHREZ
—315 -
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Notes to the Financial Statements

GENERAL INFORMATION

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

The Company and its subsidiaries (together the “Group”)
are principally engaged in the manufacture and sales of
environmental protection (“EP”) products and equipment,
undertaking EP construction engineering projects, provision
of EP related professional services, and manufacture of EP
construction materials in the People’s Republic of China (the
“PRC”) and investment holding.

SIGNIFICANT ACCOUNTING POLICIES
a) Statement of compliance

These financial statements have been prepared
in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRSs”), which
collective term includes all applicable individual Hong
Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”), accounting principles
generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies
Ordinance. These financial statements also comply
with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”). A summary of the
significant accounting policies adopted by the Group
is set out below.

The HKICPA has issued certain new and revised
HKFRSs that are first effective or available for early
adoption for the current accounting period of the
Group and the Company. Note 3 provides information
on any changes in accounting policies resulting from
initial application of these developments to the extent
that they are relevant to the Group for the current
and prior accounting periods reflected in these
financial statements.
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For the year ended 31 December 2013
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

b)

Basis of preparation of the financial statements

The consolidated financial statements for the year
ended 31 December 2013 comprise the Company
and its subsidiaries.

The measurement basis used in the preparation
of the financial statements is the historical cost
basis except for certain financial instruments, which
are stated at their fair value as explained in the
accounting policies set out below.

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

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

Judgements made by management in the application
of HKFRSs that have a significant effect on the
financial statements and major sources of estimation
uncertainty are discussed in note 37.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

c)

Subsidiaries and non-controlling interests

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

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

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has
not agreed any additional terms with the holders of
those interests which would result in the Group as a
whole having a contractual obligation in respect of
those interests that meets the definition of a financial
liability.

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from equity attributable to the
owners of the Company. Non-controlling interests in
the results of the Group are presented on the face
of the consolidated statement of profit or loss and
other comprehensive income as an allocation of the
total profit or loss and total comprehensive income
for the year between non-controlling interests and
the owners of the Company. Total comprehensive
income of subsidiaries is attributed to the owners
of the Company and to the non-controlling interests
even if this results in the non-controlling interests
being a deficit balance. Loans from holders of non-
controlling interests and other contractual obligations
towards these holders are presented as financial
liabilities in the consolidated statement of financial
position.
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For the year ended 31 December 2013
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

c)

d)

Subsidiaries and non-controlling interests
(Continued)

Changes in the Group’s interests in a subsidiary that
do not result in a loss of control are accounted for as
equity transactions, whereby adjustments are made
to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the
change in relative interests, but no adjustments are
made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in
that subsidiary, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in
that former subsidiary at the date when control is
lost is recognised at fair value and this amount is
regarded as the fair value on initial recognition of a
financial asset, or, when appropriate, the cost on
initial recognition of an investment in an associate or
joint venture.

In the Company’s statement of financial position,
an investment in a subsidiary is stated at cost
less impairment losses (see note 2(g)), unless the
investment is classified as held for sale (or included
in a disposal group that is classified as held for sale).

Other investments in equity securities

The Group’s and the Company’s policies for
investments in equity securities, other than
investments in subsidiaries, are as follows:

Investments in equity securities are initially stated at
fair value, which is their transaction price unless it
is determined that the fair value at initial recognition
differs from the transaction price and that fair value is
evidenced by a quoted price in an active market for
an identical asset or liability or based on a valuation
technique that uses only data from observable
markets. Cost includes attributable transaction
costs, except where indicated otherwise below.
These investments are subsequently accounted for
as follows, depending on their classification:
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

d)

Other investments in equity securities (Continued)

Investments in securities held for trading are
classified as current assets. Any attributable
transaction costs are recognised in profit or loss as
incurred. At the end of each reporting period the fair
value is remeasured, with any resultant gain or loss
being recognised in profit or loss. The net gain or
loss recognised in profit or loss does not include any
dividends or interest earned on these investments as
these are recognised in accordance with the policies
set out in note 2(g)(v) and (iv).

Investments in securities which do not fall into any
of the above categories are classified as available-
for-sale financial assets. At the end of each
reporting period the fair value is remeasured, with
any resultant gain or loss being recognised in other
comprehensive income and accumulated separately
in equity in the fair value reserve. As an exception
to this, investments in equity securities that do
not have a quoted price in an active market for an
identical instrument and whose fair value cannot be
reliably measured are recognised in the statement of
financial position at cost less impairment losses (see
note 2(g)). Dividend income from equity securities is
recognised in profit or loss in accordance with the
policy set out in note 2(g)(v).

When the investments are derecognised or impaired,
the cumulative gain or loss recognised in equity
is reclassified to profit or loss. Investments are
recognised/derecognised on the date the Group
commits to purchase/sell the investments or they
expire.
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For the year ended 31 December 2013
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

e)

Property, plant and equipment

Property, plant and equipment, other than
construction in progress, are stated in the statement
of financial position at cost less any accumulated
depreciation and any accumulated impairment losses
(see note 2(g)).

Properties in the course of construction for
production, supply or administrative purposes are
carried at cost, less any recognised impairment loss.
Cost includes professional fees and, for qualifying
assets, borrowing costs capitalised in accordance
with the Group’s accounting policy. Such properties
are classified to the appropriate categories of
property, plant and equipment when completed
and ready for intended use. Depreciation of these
assets, on the same basis as other property assets,
commences when the assets are ready for their
intended use.

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

Over the shorter of the term
of the lease and 20 years

Buildings

Furniture, fixtures

and equipment 5 years
Leasehold improvements 1 year to 5 years
Motor vehicles 5 years
Molding 1 year
Plant and machineries 10 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost of the
item is allocated on a reasonable basis between the
parts and each part is depreciated separately. Both
the useful life of an asset and its residual value, if
any, are reviewed annually.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

e)

f)

Property, plant and equipment (Continued)

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

Leased assets

An arrangement, comprising a transaction or a
series of transactions, is or contains a lease if the
Group determines that the arrangement conveys a
right to use a specific asset or assets for an agreed
period of time in return for a payment or a series of
payments. Such a determination is made based on
an evaluation of the substance of the arrangement
and is regardless of whether the arrangement takes
the legal form of a lease.

i) Classification of assets leased to the Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified
as being held under finance leases. Leases
which do not transfer substantially all the risks
and rewards of ownership to the Group are
classified as operating leases, except for land
held for own use under an operating lease,
the fair value of which cannot be measured
separately from the fair value of a building
situated thereon at the inception of the lease,
which is accounted for as being held under
a finance lease, unless the building is also
clearly held under an operating lease. For these
purposes, the inception of the lease is the time
that the lease was first entered into by the
Group, or taken over from the previous lessee.
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For the year ended 31 December 2013
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

f) Leased assets (Continued)

ii)

iii)

Operating lease charges

Where the Group has the use of assets under
operating leases, payments made under the
leases are charged to profit or loss in equal
instalments over the accounting periods
covered by the lease term, except where an
alternative basis is more representative of
the pattern of benefits to be derived from the
leased asset. Lease incentives received are
recognised in profit or loss as an integral part
of the aggregate net lease payments made.
Contingent rentals are charged as expenses
in the accounting period in which they are
incurred.

Leasehold land and building

When a lease includes both land and building
elements, the Group assesses the classification
of each element as a finance or an operating
lease separately based on the assessment as to
whether substantially all the risks and rewards
incidental to ownership of each element have
been transferred to the Group, unless it is clear
that both elements are operating leases in
which case the entire lease is classified as an
operating lease. Specifically, the minimum lease
payments (including any lump sum upfront
payments) are allocated between the land
and the building elements in proportion to the
relative fair values of the leasehold interests in
the land element and building element of the
lease at the inception of the lease.

To the extent the allocation of the lease
payments can be made reliably, interest in
leasehold land that is accounted for as an
operating lease is presented as “prepaid lease
payments” in the consolidated statement of
financial position and is amortised over the
lease term on a straight-line basis.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

g) Impairment of assets

i)

Impairment of investments in equity securities
and other receivables

Investments in equity securities and other
current and non-current receivables that
are stated at cost or amortised cost or are
classified as available-for-sale financial asset
are reviewed at the end of each reporting
period to determine whether there is objective
evidence of impairment. Objective evidence
of impairment includes observable data that
comes to the attention of the Group about one
or more of the following loss events:

significant financial difficulty of the debtor;

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

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

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

a significant or prolonged decline in the
fair value of an investment in an equity
instrument below its cost.

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

For unquoted equity securities carried at
cost, the impairment loss is measured
as the difference between the carrying
amount of the financial asset and the
estimated future cash flows, discounted
at the current market rate of return for a
similar financial asset where the effect of
discounting is material. Impairment losses
for equity securities carried at cost are not
reversed.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

g) Impairment of assets (Continued)

i) Impairment of investments in equity securities
and other receivables (Continued)

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

If in a subsequent period the amount of
an impairment loss decreases and the
decrease can be linked objectively to an
event occurring after the impairment loss
was recognised, the impairment loss is
reversed through profit or loss. A reversal
of an impairment loss shall not result in
the asset’s carrying amount exceeding
that which would have been determined
had no impairment loss been recognised
in prior years.
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2. SIGNIFICANT ACCOUNTING POLICIES 2, EEEBEK (¥)

(Continued)

&ERE (&)

g) Impairment of assets (Continued) g)
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Wk B2 R 1E ()

i) Impairment of investments in equity securities i)
and other receivables (Continued)

For available-for-sale financial asset which - BMUAFEIRZ
is stated at fair value, when a decline —Hf—(tt'u’% BhE E
in the fair value has been recognised in A FEET
other comprehensive income and there E%]IE\/\WJEE%Z
is objective evidence that the asset is mHRRARBEES

impaired, the cumulative loss that had
been recognised in other comprehensive

EREHEED M
B BIESRE

income shall be reclassified from equity EEW R T ALK IEHE
to profit or loss as a reclassification R H fth 2 Wz
adjustment even though the financial PR EFTEE

asset has not been derecognised. The
amount of the cumulative loss that

AT EHNE
ERGZHAE R

is recognised in profit or loss is the BaBERZEHE
difference between the acquisition cost 18 5 W B8 A AS (40
(net of any principal repayment and BREMASERR

amortisation) and current fair value,
less any impairment loss on that asset
previously recognised in profit or loss.

ﬁ&ﬁﬁ) IR NS
BzRZZRE R/

B ERZREE

B o
Impairment losses recognised in profit AT ESREE
or loss in respect of available-for-sale RESERZRFE
financial asset are not reversed through BETEEBRER
profit or loss. Any subsequent increase in #oo WEEEZ
the fair value of such asset is recognised NEEEEZEW
in other comprehensive income. i %EAEﬁfﬂiﬁ

U 5 R S
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

g) Impairment of assets (Continued)

i)

ii)

Impairment of investments in equity securities
and other receivables (Continued)

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

Impairment of other assets

Internal and external sources of information
are reviewed at the end of each reporting
period to identify indications that the following
assets may be impaired or an impairment loss
previously recognised no longer exists or may
have decreased:

property, plant and equipment; and

- prepaid lease payments; and

- investment in subsidiaries in the
Company’s statement of financial position.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. EEEHHE (#)
(Continued)
g) Impairment of assets (Continued) g9) XERE (&)
ii)  Impairment of other assets (Continued) i) EBEMEERE (&)
If any such indication exists, the asset’s fii & 15 £ £ 71 B B8
recoverable amount is estimated. K BlEREFTEEZH
U6l & %8 -
Calculation of recoverable amount — FETKESE
The recoverable amount of an asset is BEZWE SR
the greater of its fair value less costs of AE AT AR
disposal and value in use. In assessing €k A FE A E

value in use, the estimated future cash
flows are discounted to their present
value using a pre-tax discount rate that
reflects current market assessments of
the time value of money and the risks
specific to the asset. Where an asset
does not generate cash inflows largely
independent of those from other assets,
the recoverable amount is determined
for the smallest group of assets that
generates cash inflows independently (i.e.
a cash-generating unit).
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which it belongs, exceeds its recoverable
amount. Impairment losses recognised
in respect of cash-generating units are
allocated first to reduce the carrying
amount of any goodwill allocated to the
cash-generating unit (or group of units)
and then, to reduce the carrying amount
of the other assets in the unit (or group of
units) on a pro rata basis, except that the
carrying amount of an asset will not be
reduced below its individual fair value less
costs of disposal (if measurable), or value
in use (if determinable).

Reversals of impairment losses

An impairment loss is reversed if there has
been a favourable change in the estimates
used to determine the recoverable
amount.

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

2. SIGNIFICANT ACCOUNTING POLICIES 2. EESRHE (#)
(Continued)
g) Impairment of assets (Continued) 9) XERE (&)
ii)  Impairment of other assets (Continued) i EMEERE (&)

Recognition of impairment losses R EEE
An impairment loss is recognised in profit EEENEMB 2
or loss whenever the carrying amount of HeELBEMNZK
an asset, or the cash-generating unit to E{E B A H ] 4 E

SRR AIRNER
MR R E B 18
IR E L BAE
RZBEEE &
EoRTREE
HEBM(R—HEE
i) LA A H P&
7 EEZEAEER
mE - EERBREL
{518 > B AL (3 —
MEML) HEE
ZHREE HEEE
FEHETERSE
BREXRE ZRF
BB HERA (F
BERTE) HERE
B (CEREERE) -

B ER (B R 18

fie P LA 7 7€ A 4 (Bl
BB A HRA
AEE . RIEE ER
B8

BERERBRER
REBEFEL
RHEER B EREM
BEZEEZERR
18 - B EREEE
TR R B 2 4
ERPNE



Annual Report 2013 « — & — = F3§

Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

9)

h)

Impairment of assets (Continued)

iii)

Interim financial reporting and impairment

Under the Listing Rules, the Group is required
to prepare an interim financial report in
compliance with HKAS 34, Interim financial
reporting, in respect of the first six months
of the financial year. At the end of the interim
period, the Group applies the same impairment
testing, recognition, and reversal criteria as
it would at the end of the financial year (see
notes 2(g)(i) and (ii)).

Impairment losses recognised in an interim
period in respect of available-for-sale financial
asset and unquoted equity securities carried at
cost are not reversed in a subsequent period.
This is the case even if no loss, or a smaller
loss, would have been recognised had the
impairment been assessed only at the end of
the financial year to which the interim period
relates. Consequently, if the fair value of an
available-for-sale financial asset increases in the
remainder of the annual period, or in any other
period subsequently, the increase is recognised
in other comprehensive income and not profit
or loss.

Inventories

Inventories are carried at the lower of cost and
net realisable value. Cost is calculated using the
weighted average cost formula and comprises all
costs of purchase, costs of conversion and other
costs incurred in bringing the inventories to their
present location and condition.

Net realisable value is the estimated selling price in

the ordinary course of business less the estimated

costs of completion and the estimated costs
necessary to make the sale.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

h)

Inventories (Continued)

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write-down of inventories to
net realisable value and all losses of inventories are
recognised as an expense in the period the write-
down or loss occurs. The amount of any reversal
of any write-down of inventories is recognised as a
reduction in the amount of inventories recognised
as an expense in the period in which the reversal
occurs.

Construction contracts

Construction contracts are contracts specifically
negotiated with a customer for the construction of
an asset or a group of assets, where the customer is
able to specify the major structural elements of the
design. The accounting policy for contract revenue
is set out in note 2(qg)(ii). When the outcome of a
construction contract can be estimated reliably,
contract costs are recognised as an expense by
reference to the stage of completion of the contract
at the end of the reporting period. When it is
probable that total contract costs will exceed total
contract revenue, the expected loss is recognised
as an expense immediately. Where the outcome of a
construction contract cannot be estimated reliably,
contract costs are recognised as an expense in the
period in which they are incurred.

Construction contracts in progress at the end of
the reporting period are recorded at the net amount
of costs incurred plus recognised profits less
recognised losses and progress billings, and are
presented in the statement of financial position as
the “Amounts due from customers for contract work”
(as an asset) or the “Amounts due to customers for
contract work” (as a liability), as applicable. Progress
billings not yet paid by the customer are included
under “Trade and other receivables”. Amounts
received before the related work is performed are
presented as “Deposits received and receipts in
advance”.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

)

k)

m)

Trade and other receivables

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

2(9)).

Interest-bearing borrowings

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

Trade and other payables

Trade and other payables are initially recognised at
fair value. Trade and other payables are subsequently
stated at amortised cost unless the effect of
discounting would be immaterial, in which case they
are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible into
known amounts of cash and which are subject to
an insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form
an integral part of the Group’s cash management
are also included as a component of cash and cash
equivalents for the purpose of the consolidated
statement of cash flows.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

n) Employee benefits

i)

ii)

Short-term employee benefits and
contributions to defined contribution
retirement plans

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

Share-based payments

The fair value of share options granted to
employees is recognised as an employee
cost with a corresponding increase in share
option reserve within equity. The fair value is
measured at grant date using the binomial
option pricing model, taking into account the
terms and conditions upon which the options
were granted. Where the employees have
to meet vesting conditions before becoming
unconditionally entitled to the share options, the
total estimated fair value of the share options
is spread over the vesting period, taking into
account the probability that the options will
vest.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

n) Employee benefits (Continued)

ii)

iii)

Share-based payments (Continued)

During the vesting period, the number of share
options that is expected to vest is reviewed.
Any resulting adjustment to the cumulative fair
value recognised in prior years is charged/
credited to profit or loss for the year under
review, unless the original employee expenses
qualify for recognition as an asset, with
a corresponding adjustment to the share
option reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect
the actual number of share options that vest
(with a corresponding adjustment to the share
option reserve) except where forfeiture is only
due to not achieving vesting conditions that
relate to the market price of the Company’s
shares. The equity amount is recognised in the
share option reserve until either the option is
exercised (when it is transferred to the share
premium account) or the option expires (when
it is released directly to retained profits).

Termination benefits

Termination benefits are recognised at the
earlier of when the Group can no longer
withdraw the offer of those benefits and when
it recognises restructuring costs involving the
payment of termination benefits.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

0)

Income tax

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

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

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

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

0)

Income tax (Continued)

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

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

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

Additional income taxes that arise from the
distribution of dividends are recognised when the
liability to pay the related dividends is recognised.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

0) Income tax (Continued)

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

- in the case of current tax assets and liabilities,
the Company or the Group intends either to
settle on a net basis, or to realise the asset and
settle the liability simultaneously; or

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

- the same taxable entity; or

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

2.

FEEBE (8)

0)

Frsst (&)

B 75 TR 45 SR AR SE AR TR A5 2R
REZSHHEH/ZAIIR - AT
T - B IAEEE RET
MREERGHEARARAE
75 A 0K R 58 Bl 1T HE A LA RN
AR HEBEERFENRAE
HIRBER - W B A AT
IR ZBERT - A2 5K
sHEAVH REE TR AR ¢

- HHYRBEEERAEE:
AR B KA KB &R
FEALEGE  HFAF
BRZEENBEZA
(R

- EEHRBEEMRE:
HEEERBBELAR
Al — B A B 3 DA T
h-EBRZAERE
A

|
Eﬁ"
e

i}

\;
!
a3

A

p

- TRzZERBE

B ZTERESY

ERREEEFH
RBEELEHERAE
FEREIAEE
FEL TR B B ] AU
Bz HEA - BF
RMEERIR AN
REERBERNH
HMIEAE KR
BRZEENRBE
ZBafE -



Annual Report 2013 « — & — = F3§

Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

P)

q)

Provisions and contingent liabilities

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

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

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable. Provided it is
probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can
be measured reliably, revenue is recognised in profit
or loss as follows:

(i)  Sales of goods

Revenue is recognised when goods are
delivered which is taken to be the point in time
when the customer has accepted the goods
and the related risks and rewards of ownership.
Revenue excludes value added tax and other
sales taxes and is after deduction of any trade
discount and returns.

B B R AR Y

For the year ended 31 December 2013
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

q) Revenue recognition (Continued)

(i)

(iii)

(iv)

v)

Contract revenue

When the outcome of a construction contract
can be estimated reliably, revenue from a
fixed price contract is recognised using the
percentage of completion method, measured
by reference to the percentage of contract
costs incurred to date to estimated total
contract costs for the contract.

When the outcome of a construction contract
cannot be estimated reliably, revenue is
recognised only to the extent of contract costs
incurred that it is probable will be recoverable.

Revenue from professional services

Revenue from professional services is
recognised when the services are rendered.

Interest income

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

Dividends
Dividend income from unlisted investments is

recognised when the shareholder’s rights to
receive payment is established.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

a)

Revenue recognition (Continued)
(vi) Rental income from operating leases

Rental income receivable under operating
leases is recognised in profit or loss in equal
instalments over the periods covered by the
lease term, except where an alternative basis is
more representative of the pattern of benefits
to be derived from the use of the leased asset.
Lease incentives granted are recognised
in profit or loss as an integral part of the
aggregate net lease payments receivable.
Contingent rentals are recognised as income in
the accounting period in which they are earned.

Translation of foreign currencies

ltems included in the financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which the
entity operates (the “functional currency”). These
consolidated financial statements are presented in
Renminbi (“RMB”), rounded to the nearest thousand
except for per share data, which is different from the
Company’s functional currency of Hong Kong dollars
(“HK$”) as the majority of the Group’s transactions is
denominated in RMB.

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at
the transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at
the foreign exchange rates ruling at the end of the
reporting period. Exchange gains and losses are
recognised in profit or loss, except those arising
from foreign currency borrowings used to hedge
a net investment in a foreign operation which are
recognised in other comprehensive income.

Non-monetary assets and liabilities measured in
terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling
at the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies stated at
fair value are translated using the foreign exchange
rates ruling at the dates the fair value was measured.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

r

s)

Translation of foreign currencies (Continued)

The results of those entities within the Group
which have a functional currency other than RMB
are translated into RMB at the exchange rates
approximating the foreign exchange rates ruling at
the dates of the transactions. Statement of financial
position items are translated into RMB at the closing
foreign exchange rates ruling at the end of the
reporting period. The resulting exchange differences
are recognised in other comprehensive income and
accumulated separately in equity in the translation
reserve.

On the disposal of any of such entities, the
cumulative amount of the exchange differences
relating to that foreign operation is reclassified from
equity to profit or loss when the profit or loss on
disposal is recognised.

Borrowing costs

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

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

2.

FEE

r

s)

AR ()

HsmsE (&)

AR AN 2 E¥ERIIRE
B2 ARERNZEBR 2 EE
ERPAZER (BXZEH
ZHEEIMNEER) HERAR
Bew  MBINRKRIABZ®R
EHRZ W INE E R
ARBESHE - FIEEZERE

S0 EL At 2 T UK 2 A AR N 8
RERE L R o

%ﬁ%&ﬁ%%?g i
EZREHR - HEIEBTH
ﬁZE%%%Z At R R

SR EHH B RRE -

BERE

BE gExEERERER
BHHEMHEZRE RERHD
BEMBERY R ZEEKAT
FREBERA 2 — 8D - &
EERAREE MBS -

BRLEEMN  EEEEK
$&Eﬁ“%ﬁﬁ¢%ﬁi%

MABEFEEN LB - Al
Ffﬁ$%%§$kﬁé§
REERAZ—HD - WL HE
RIFMaEEMAEREE
REEMAB D /BB E 5T
B RIEERAE FHRIEE
ZN (o



.

o Anhual Report 2013 o —z_=: 1 .

Notes to the Financial Statements

B ISR

For the year ended 31 December 2013
HE-_Z—=F+_A=+—HILFE

2. SIGNIFICANT ACCOUNTING POLICIES 2.
(Continued)

FEEHHE (&)

t)  Related parties ) HBEEAL

a)

A person, or a close member of that person’s
family, is related to the Group if that person:

has control or joint control over the

a)

BT AL A
i‘kui}\:tz %ﬂ ZFIN
SEEME

i EHIR AR A

Group; £5F

ii.  has significant influence over the Group; i. HAEEEZEAFY
or 253

ii. is a member of the key management i. AAEEIAEE
personnel of the Group or the Group’s BRIz EEER
parent. B E -

An entity is related to the Group if any of the
following conditions applies:

145 & T 51 4E A {6 4
AlZEREANEEERH
i

i.  The entity and the Group are members of . REBEASEEB
the same group (which means that each BA—SBz2KER
parent, subsidiary and fellow subsidiary is A (A& & QA -
related to the others). oINS EN )

&R RR LA
) o

One entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which
the other entity is a member).

Both entities are joint ventures of the
same third party.

i. —HAERBRZ—B
BIBERERA
B (KRB
BAOKBEETKE
RAEIZBEREK
BELEZKRER
) e

i. FMEAERHRRE—
FE=2Zzagd

iv. ~ One entity is a joint venture of a third v. —HEEBRE=R
entity and the other entity is an associate BB EEDE.
of the third entity. mME—EREREZE

=HEBZBER
e
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2.

SIGNIFICANT ACCOUNTING POLICIES

(Continued)

t)

Related parties (Continued)

b)

An entity is related to the Group if any of the
following conditions applies: (Continued)

Vi

Vii.

The entity is a post-employment benefit
plan for the benefit of employees of either
the Group or an entity related to the
Group.

The entity is controlled or jointly controlled
by a person identified in note t(a).

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

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

2.

FEEHHE (&)

t)

BFREAL (&)

b)

675 & T 51 4E fa {6 4
AZEREANEEEFRH

B ()

v. ZEBAAKER
BAKEEARE
ZERESN &S

Vi

Vii.

ZEEZH )R
FiT S 2 A 12 ) 3K
HREEH -

Bt 5 t(@) () NPT E &
ATHERBBEEAX
TENUNBZER
(XZEBZEA
A) 2 TEEHRE
A& e

EMALZOBRREE
ZERBRXZHAYAY
EZBATHERZAL

B2 488
wE

MIZREEK R °



Annual Report 2013 « — & — = F3§

Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

u)

Research and development costs

Expenditure on research activities is recognised as
an expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development (or from the development phase of an
internal project) is recognised if, and only if, all of the
following have been demonstrated:

° the technical feasibility of completing the
intangible asset so that it will be available for
use or sale;

° the intention to complete the intangible asset
and use or sell it;

° the ability to use or sell the intangible asset;

° how the intangible asset will generate probable
future economic benefits;

° the availability of adequate technical,
financial and other resources to complete the
development and to use or sell the intangible
asset; and

° the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.

The amount initially recognised for internally-
generated intangible assets is the sum of the
expenditure incurred from the date when the
intangible asset first meets the recognition criteria
listed above. Where no internally-generated
intangible asset can be recognised, development
expenditure is recognised in profit or loss in the
period in which it is incurred.

Subsequent to initial recognition, internally-
generated intangible assets are reported at cost
less accumulated amortisation and accumulated
impairment losses, on the same basis as intangible
assets that are acquired separately.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

v)

Segment reporting

Operating segments, and the amounts of each
segment item reported in the financial statements,
are identified from the financial information provided
regularly to the Group’s Chairman of the board of
directors, who is the Group’s chief operating decision
maker (“CODM?”), for the purposes of allocating
resources to, and assessing the performance of, the
Group’s various lines of business and geographical
locations.

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

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

HKAS 1 (Amendments) Presentation of financial
statements — Presentation of
items of other comprehensive

income
HKAS 19 (Revised) Employee benefits
HKAS 27 (Revised) Separate financial statements
HKAS 28 (Revised) Investments in associates and

joint ventures

HKFRSs (Amendments) Annual improvements to
HKFRSs 2009-2011 Cycle

HKFRS 1 (Amendments) Government loans

HKFRS 7 (Amendments) Disclosures — Offsetting financial
assets and financial liabilities

HKFRS 10, HKFRS 11 Consolidated financial
and HKFRS 12 statements, joint
(Amendments) arrangements and disclosure
of interests in other entities;
transition guidance

HKFRS 10 Consolidated financial
statements

HKFRS 11 Joint arrangements

HKFRS 12 Disclosure of interests in other
entities

HKFRS 13 Fair value measurement

The Group has not early applied any new HKFRSs that
have been issued but not yet effective for the current
accounting period. Except for the below mentioned,
the adoption of new and revised HKFRSs has had no
significant financial effect on these financial statements.
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3. CHANGES IN ACCOUNTING POLICIES
(Continued)

Amendments to HKAS 1, Presentation of financial
statements - Presentation of items of other
comprehensive income

The amendments require entities to present separately
the items of other comprehensive income that would
be reclassified to profit or loss in the future if certain
conditions are met from those that would never be
reclassified to profit or loss. The presentation of other
comprehensive income in the consolidated statement of
profit or loss and other comprehensive income in these
financial statements has been modified accordingly. In
addition, the Group has chosen to use the new title of
“statement of profit or loss and other comprehensive
income” as introduced by the amendments in these

financial statements.

HKFRS 10, Consolidated financial statements

HKFRS 10 replaces the requirements in HKAS 27,
Consolidated and separate financial statements, relating
to the preparation of consolidated financial statements
and HK-SIC 12 Consolidation — Special purpose entities. It
introduces a single control model to determine whether an
investee should be consolidated, by focusing on whether
the entity has power over the investee, exposure or rights
to variable returns from its involvement with the investee
and the ability to use its power to affect the amount of

those returns.

As a result of the adoption of HKFRS 10, the Group has
changed its accounting policy with respect to determining
whether it has control over an investee. The adoption does
not change any of the control conclusions reached by the
Group in respect of its involvement with other entities as

at 1 January 2013.
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4. TURNOVER, OTHER REVENUE AND OTHER 4. EX#H - - HtkARHE M2

NET GAIN/(LOSS) KA (E#)
Turnover Ex8
Turnover represents the net amounts ~ ZEERAANAEFHEE D

received and receivable for goods REEESDWA K&

sold, and revenue from construction RIEEEREMEELEZ

contracts and rendering of B UEIE K e Wk I8 R

professional services by the Group.

The amount of each significant FAZHEREEBANERZ
category of revenue recognised in FEHBFWALDT :
turnover during the year is as follow:
2013 2012
—2—=%F —E-CF
RMB’000 RMB’000

AR®TT ARETTT

Sales of EP products and equipment  BIRE D RBEIE 541,888 402,969
Sales of EP construction materials RIRBEMBZHE 2,986 199
Revenue from EP construction RERREZRIEZEZWA
engineering projects 39,101 6,068
Revenue from EP related R BIRORABRE F 5 R 75 2 YA
professional services 4,005 1,602
587,980 410,838
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4.

TURNOVER, OTHER REVENUE AND OTHER 4.

NET GAIN/(LOSS) (Continued)

Other revenue
Interest income on bank deposits

Total interest income on financial
assets not at fair value through
profit or loss

Dividend income from unlisted equity
securities

Reversal of impairment loss
on trade receivables

Rental income from operating lease

Sundry income

Other net gain/(loss)

Gain/(loss) on disposals of property,
plant and equipment

Loss on written off of property, plant
and equipment

Net exchange loss

LOSS BEFORE TAXATION

Htr A
RITIFHA B A

W IR RN FHERBE AR
ZEMEEZ
APSE N
FEETMARARE 27 2 BB A

& W BB 5 SR IR R 1 S 4 1k [

REHE 2 HSUWA
FETRUA

HitFl A (ER)

HEME - BB &
B3l ONVA( 1))
ZEE

b 54 JB5 1R B

5.

Loss before taxation is arrived at after charging the

following:

a) Finance costs:
Interest on bank loans wholly
repayable within five years

Total interest expenses on
financial liabilities not at fair
value through profit or loss

a)

RRHE :
AREFANEHEE
ZRITERZ B

W IER N HEREE AR
ZERMABEZHERX
e

BRE - Htnlr AR H A1)
KA (R (8)
2013 2012
—E—=F —F——F
RMB’000 RMB’000
AR®TRT ARBTT
2,505 2,694
2,505 2,694
750 1,000
31 =
53 53
1,059 366
4,398 4,113
441 9)
- (3,942)
(106) (69)
335 (4,020)
(C3:000 ]
R AIEEE MR T 5 FIE
2013 2012
—E—Z=% —T——F
RMB’000 RMB’000
AR®TT ARBTT
976 976
976 976
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LOSS BEFORE TAXATION (Continued)
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For the year ended 31 December 2013
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FRIAIESIR ()

Loss before taxation is arrived at after charging the

following: (Continued)

BHAERSHR TSR (8)

2013 2012
—g—-= —E—_fF
RMB’000 RMB’000
AR®TRT AREEF T
b)  Staff costs (including directors’ b) BIRF (BE==ME)
emoluments) (Note): (B&E) :
— Contributions to defined — ERBHFUR IR Bt 5K
contribution retirement (H17%7)
plans (Note 7) 1,390 1,432
- Salaries, wages and — I - FeRkAEMEF
other benefits 19,256 17,428
— Equity-settled share-based — ARG B E R
payments 3,137 4,024
23,783 22,884
c) Other items: c) HMEAE:
Amortisation of prepaid TET A EFRIE 2 B 5H
lease payments 955 878
Auditors’ remuneration ZE RN <
— audit services — BT AR 1,317 1,231
— other services — H AR 415 458
Cost of inventories (Note) FERAK (K1) 473,494 339,260
Depreciation of property, plant Y - BEREEZ
and equipment e 20,567 21,845
Impairment loss on trade FEWE 55/ E 2 BEE 18
receivables 1,370 1,028
Impairment loss on deposits R 2 REEE - 818
Impairment loss on other E M EBGRIE 2
receivables BIEEBE 1,199 39
Operating lease charges KEHEE R
— leasing of properties — HAm=E 2,099 999
— leasing of equipment — HA®RE 6 6
Research and development costs 2L AR 4,172 8,568
Note: B

During the year ended 31 December 2013, cost of inventories
includes approximately RMB2,606,000 (2012: RMB3,015,000)
relating to staff costs and depreciation, which amount is also
included in the respective total amounts disclosed separately
above.

HE-_T—=F+-_A=+—HI%F
E FERABFELHARE2,606,0005T
(ZZT—=%: AR®3,015,000t) &
MEIRARNMENSE  ZZFLBEN
ENRIEFA LS B RBREEE -
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For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

6.

INCOME TAX IN THE CONSOLIDATED 6. RNiFEREREMZ2ZAKE
STATEMENT OF PROFIT OR LOSS AND RZMBR
OTHER COMPREHENSIVE INCOME
a) Taxation in the consolidated statement of profit or a) REEeEmkEMEERERE
loss and other comprehensive income represents: ZTRIBHE ¢
2013 2012
—2—=F —F—_F
RMB’000 RMB’000
AR®TRT ARETTT
Current Tax: ENHAIRIA :
PRC Enterprise Income Tax A B {b SEFTIS R
— provision for the year — RNEFERE 1,713 310
— over-provision in prior years — BAFEHRERE - (1,032)
1,713 (722)
Deferred Tax: BIERIE :
Origination and reversal of ERMEREESRED
temporary differences (note 26(b)) (H1at26(b)) 1,658 6,706
3,371 5,984

)  The Company and its subsidiaries incorporated ) ARARERRBREX
in the British Virgin Islands are not subject BEAMAZZHEA
to any income tax pursuant to the rules and AIRBERER 8 MK
regulations of their respective countries of S 2 B 2 5Bl K AR
incorporation. BAEGNEREH -

i)  PRC Enterprise Income Tax is calculated at i) FEEERMASHRILIRE
25% of the estimated assessable profits of the ZNYNECTY NG RC vl i}
Company’s subsidiaries established in the PRC BRARBEZ_T—=
during the years ended 31 December 2013 and FRh-_F—=-F+_-H
2012. =Et+t—HBIEFEZMHE

FE 2R Bt FI 32 B R 25%

i) No provision for Hong Kong Profits Tax has il ARAEEREE_-ZFT
been made for the years ended 31 December —=FRk-_F—_F+
2013 and 2012 as the Group did not have “A=t—BLEFEX
assessable profits arising in Hong Kong during BREEBEZERV R
both years. A SR Z R E S E A

B BL A S S T E
1o
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For the year ended 31 December 2013
HE_Z—=F+_A=+—HIEE

6. INCOME TAX IN THE CONSOLIDATED 6. RiIFEHRERAMMZAKE
STATEMENT OF PROFIT OR LOSS AND RZAEM (\)
OTHER COMPREHENSIVE INCOME
(Continued)

b)  Reconciliation between tax expenses and accounting b) RERBEFERESLHE
loss at applicable tax rates is as follows: SHERZHENT
2013 2012
—E—=% —E—_fF
RMB’000 RMB’000
AR®TR ARBETIT
Loss before taxation BRI R (18,026) (27,266)
Notional tax on loss before REARESBREER
taxation calculated at the statutory 2 AER Rt EBR AT
rates applicable to respective BBz E2EHIE
tax jurisdictions (3,644) (5,232)
Tax effect of non-deductible TAIMBRAZ 2 BB E
expenses 793 5,864
Tax effect of unused tax losses RIERR M AR E)FAFLIE
not recognised BB Mg E 5,399 5,279
Over-provision in prior years BEFE 2 BEEE - (1,082)
Tax effect of withholding tax R BERK 2 B AT
at 10% on distributable profits A 93K i M 10%
of the subsidiaries established TR ANTEIR TR
in the PRC 2B E 823 1,105
Income tax expenses FriSfisk H 3,371 5,984
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For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

RETIREMENT BENEFITS COSTS
Defined contribution retirement plan

The Group has arranged for its Hong Kong employees
to join the Mandatory Provident Fund Scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident
Fund Schemes Ordinance and Hong Kong Employment
Ordinance. The MPF Scheme is a defined contribution
retirement plan managed by independent trustees. Under
the MPF Scheme, the Group (the employer) and its
employees makes monthly contributions to the scheme at
5% of the employees’ relevant income as defined under
the Mandatory Provident Fund Schemes Ordinance. The
contributions from each of the employer and employees
are subject to a cap of HK$1,250 per month with effective
from 1 June 2012 (Prior to 1 June 2012: HK$1,000
per month) and thereafter contributions are voluntary.
Contributions to the plan vest immediately.

The employees of the Group’s subsidiaries established in
the PRC are members of a state-sponsored retirement
plan operated by the local government in the PRC and
these subsidiaries make mandatory contributions to the
state-sponsored retirement plan to fund the employees
retirement benefits. The retirement contributions paid by
these subsidiaries are based on a certain percentage
of the relevant portion of the payroll of all qualifying
employees in accordance with the relevant regulations in
the PRC and are charged to profit or loss as incurred. The
Group discharges its retirement obligations upon payment
of the retirement contributions to the state-sponsored
retirement plan operated by the local governments in the
PRC.

A new law of the PRC on employment contracts (the
“Employment Contract Law”) was adopted by the
Standing Committee of the National People’s Congress of
the PRC in 2008 and became effective on 1 January 2008.
Compliance with the requirements under the new law, in
particular, the requirement of severance payment and non-
fixed term employment contract led to increase in the staff
costs of the Group.

BFEFIRE
ERHFRATTE

BIEE B GBS EES &
EARFBEORTE  AEEELH
ERSRESHBHEATEEE
([2E2FrEl]) - BESEEI Ty A
W ZEAEE 2 EEERUR KA
gl - REBESHE  ~5E (BB
Bx) REEBESASEKEEEM
BURA (EERAIEAESFENE
Bl) 25% M & EIEL R - BE
rEESASEZHIEZZT—=
FERNA—B#IU1,2508 T (ZF—
ZHFA—HA : & A1,000% T)
BER - SAEREEIME - HZ
STElZ RN SRE -

REBPRPEKZIZME LR ZE
B2 EPEE BT EELHE
REBZRINBEHEE - ZEHEB
N A [ %A B K A B 2 RIKAR AT
R B EH T AREE 2 RIKERN
RUED - ZFTEMBRARZE
ReERRDERAEREREERS
MeBBIO 2B EBDLL  RIR
BEPBECABMRTE  LRRAEL
ZEBFFABRSER - AREERH
BT BT EEY B RE B 2
BAREAERR KA ASEETH
REBRNENTEZEE -

FEFSDA R (BB R
R-ZR \EE2EAARREAD
EHERRRMLE -TT)\F—
A—RRRGAR - MFHERZ A
- OBARIERSERIEE TR
BaRZAESHAREY BTN
AHE -
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RETIREMENT BENEFITS COSTS (Continued)

Pursuant to the new Employment Contract Law, the
PRC subsidiaries are required to enter into non-fixed
term employment contract with employees who have
worked for more than 10 years or with whom a fixed term
employment has been concluded for 2 consecutive terms.
The employer is required to make a severance payment to
the employee when the term of the employment contract
expires unless the employee voluntarily terminates the
contract or voluntarily rejects the offer to renew the
contract in which case the terms are no worse off than
the terms of other employment contracts available to him/
her. The severance payment will equal to the monthly
wages times the number of full years that the employee
has been working for the employer. The minimum wages
requirement has also been imposed. Fines will be imposed
for any breach of the Employment Contract Law.

The Group has no other material obligation for the
payment of retirement benefits associated with the
schemes beyond the contributions described above.

The Group’s contributions to defined contribution
retirement plans for the years ended 31 December 2013
and 2012 are as follows:

Contributions to defined contribution
retirement plans R

TE R TR KRGS

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

BFEFIRE (1)

BB L EERE - REKERQ A
BEP TE10FE N P B &EE
MR EEHREEBERZEE
FIVEETFEARSEER o ARHA
EEEEERBREBREEAR
EELZMENE BRIEEBREE
IEE R B BEREFEGEHRTER
HuESzHMEBHERIEKERZE
B BB XN BESEN%ZES
HATERNZEEBEAEEIE
MNEBFH -  WINEERZRELE
HE - WEBEBAEREZERERE

&yl =
ERCHIE N

AREBRR Lt RFIASN - HARRZ
E5 AT E M EMN S B R
BHMEREE -

KEBBEE-_T—=HK-_FT—=
FE+-_A=+—BHItFEZEHEMH
FORRET BRI T

2013 2012
=% —E——F
RMB’000 RMB’000
AR®TR AREFIT

1,390 1,432
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BE-_T-—=F+-_A=+—HULEFE

8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8.
EMOLUMENTS

The Directors of the Company were members of the
senior management of the Group during the years ended
31 December 2013 and 2012. Directors’ emoluments
disclosed pursuant to section 161 of the Hong Kong
Companies Ordinance is as follows:

Fees

Salaries, allowances and

other benefits

Contributions to defined contribution

retirement plans

Equity-settled share-based payments

Name of director

Executive directors
Mr. Fan Yajun

Mr. Gan Vi

Mr. Jiang Lei

Mr. Jiang Quanlong

Independent
non-executive
directors

Mr. Lai Wing Lee

Mr. Leung Shu Sun,
Sunny

Professor Wang
Guozhen

ESnE

WiTES
EEERE
HR%EL
gErk
BRERE

BUFBTES
BAMELE
AL
ITEVHE

EERBEITTRARME

HE-_Z—=Fk=-_FT——-F+=
A=Z+—BLEE  KRARESN
AREASREEERE - RES
BRAREHIE161ERECESHE

M
2013 2012
—E—-Z=% —T—CF
RMB’000 RMB’000
AR®TT AREET T
e 1,380 1,125
e R EEAM
Fzs 657 845
TE B FURIKET &I
R 28 32
AR A A AR 1 15 5K 479 613
2,544 2,615
Year ended 31 December 2013
BEE-HE+-AS+-HLEE
Salaries, Contributions
allowances to defined
and other  contribution Equity-settled
benefits retirement share-based
i plans payments
Fees RER  TEHAZEHR Sub-total BREHER Total
g RitFla by 1t it B8 #a
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARRTT ARBTL ABRTT ARBTR ARBTL ARBTR
96 - - 96 239 335
96 56 18 170 9 266
823 263 5 1,091 - 1,001
96 338 5 439 - 439
48 - - 48 48 96
173 - - 173 48 221
48 - - 48 48 96
1,380 657 28 2,065 479 2,544
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (Continued)

8.

B B R AR Y

For the year ended 31 December 2013
HEZT-—=H6+_"A=1+—HILtEE

EERERTTHRARME
()

Year ended 31 December 2012
BE-T-——5ft-fA=1-AItEE

Salaries, Contributions

allowances to defined
and other contribution Equity-settled
benefits retirement share-based
5 plans payments
Fees EER EBHIERAE Sub-total RAGEE Total
Name of director BENA ik EtbFlE R At RipRK &5
RMB'000 RMB’000 RMB'000 RMB'000 RMB’000 RMB'000
AREFT AREFT AREFT AE¥TT N S AREFT
Executive directors BiTEE
Mr. Fan Yajun LRELE 9 - - 9 307 405
Mr. Gan Yi HREE 98 205 24 327 123 450
Mr. Jiang Lei BEEE 556 285 4 845 - 845
Mr. Jiang Quanlong BRELE 98 355 4 457 - 457
Independent BURBTES
non-executive
directors
Mr. Lai Wing Lee BRI 49 - - 49 61 110
Mr. Leung Shu Sun, Pk bt
Sunny 177 = = 177 61 238
Professor Wang TEBHEK
Guozhen 49 - - 49 61 110
1,125 845 32 2,002 613 2,615

As at 31 December 2013 and 2012, the directors of the
Company held share options under the Company’s share
option scheme. Details of which are disclosed in note 29
to the financial statements.

During the years ended 31 December 2013 and 2012,
no directors received any emoluments from the Group
as an inducement to join or upon joining the Group or as
compensation for loss of office. No directors waived or
agreed to waive any emoluments during both years.

RZE—=FRr_FT—Z-F+=A
=t+—8 ARREZEZBREADQA
BRESFAERE - BEBK
BRI SRR M 7E209 ©

HE_Z—=fR-_FT——F+=
A=+—RHLFE MEEZEAR
7 £ B U B R AR B 2 B A (R A AN A
SR INA N = E B 2 485 S B R
BEE - MEESR M AT ERE
KRB WMETAME -
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For the year ended 31 December 2013
HE_ZT-—=H6+_"A=1+—HILtEE

9. INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Of the five individuals with the highest emoluments,
three (2012: three) are directors of the Company whose
emoluments are disclosed in note 8. The aggregate of the
emoluments in respect of the remaining two (2012: two)
individuals are as follows:

Salaries, allowances and e o FRRHEAM
other benefits Mz

Equity-settled share-based IR 45 B AR 19 T K
payments

Contributions to defined contribution TE R FURIKET &
retirement plans HR

During the years ended 31 December 2013 and 2012, no
emoluments were paid to the five highest paid individuals
as inducement to join or upon joining the Group or as
compensation for loss of office.

The emoluments of the above two individuals with the
highest emoluments are within the following bands:

Bands: AR

Nil to HK$1,000,000 £ %1,000,000/%8 7T

HK$1,000,001 to HK$1,500,000 1,000,001 TS
1,500,000/ 7T

EEMeAL

EusaMEALTBE=M (28—
—F =) ARFES  HBeF
BEHNHME8 - R TIMAL (ZF——
F W) ALZEEmT

2013 2012
—=—=F —E——F
RMB’000 RMB’000
AR®TRT ARETT
1,585 1,329

709 682

24 22

2,318 2,033

HE_ T =T —F+=
A=Z+—BLFE " BiERAMNEK
SE A HERBE 1EARE
ISR DA 5 B B 2 525 ok B

Bz 85 (E -

tilmuRSME AL B2 AR

T
2013 2012
=% —E——fF
1 1
1 1
2 2
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10. LOSS ATTRIBUTABLE TO OWNERS OF THE
COMPANY

11.

12.

The consolidated loss attributable to owners of
the Company includes a loss of approximately
RMB12,593,000 (2012: RMB14,088,000) which has been
dealt with in the financial statements of the Company.

DIVIDENDS

The directors of the Company do not recommend the
payment of a dividend for the year ended 31 December
2013 (2012: Nil).

LOSS PER SHARE

a)

b)

Basic loss per share

The calculation of basic loss per share is based
on the loss attributable to owners of the Company
of approximately RMB21,098,000 (2012:
RMB30,157,000) and the weighted average number
of 800,000,000 ordinary shares (2012: 800,000,000
ordinary shares) in issue during the year.

Diluted loss per share

Diluted loss per share equals to the basic loss per
share for the years ended 31 December 2013 and
2012 as the share options outstanding had no dilutive
effect on the basic loss per share for both years.

10.

11.

12.

B B R AR Y

For the year ended 31 December 2013
HEZT-—=H6+_"A=1+—HILtEE

FLAFIHEBAEMGEGR

ARRHEABGEREBEREE
B4 A R #12,593,000C (=& —
— 4 AR%14,088,0007T) © B
RABZ A ERERPEE

;190

RAREBEFEZ NENEZ T —
=F+-_A=+t—HBILFEZKRE
(Z2—=—F &) -

BiRER

a)

b)

BREXEE

EREARNBEDERAEAR T
BEAEBGLEBEEOARK
21,098,0007T (Z & — — 4 :
AR #30,157,0007C) R ER
£ % 77800,000,0008% & @ i%
—Z— 4 : 800,000,000
TBAR) 2 INEFHEETE -

BREFER

AR B ARITEBRESEE
E—=FKk-_FT——F+_HA
=+ BHLEFEZEBRERE
BUEHELE B ZWE
FEZERBEEBRENER
HAEIE -
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For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

13. PREPAID LEASE PAYMENTS 13

Carrying amount: REE :
At beginning of the year F)
Addition during the year FARE
Amortisation for the year FAEEH
At end of the year FR
Analysed by: DHTAT -
Non-current portion JERNERER1D
Current portion BERER (D

The prepaid lease payments represent prepayments
of lease premium for lands situated in the PRC under
medium-term leases. The amortisation charge for the
year is included in “general and administrative expenses”
in the consolidated statement of profit or loss and other
comprehensive income.

During the year ended 31 December 2013, the Group
acquired a leasehold land from a related company. Details
of which are set out in note 32(a). The Group is in the
process of obtaining the land use right certificate. As at 31
December 2013, the net carrying amount of the aforesaid
land was approximately RMB14,200,000.

FHEERIA
The Group
AEE

2013 2012
—E—=% —T——F
RMB’000 RMB’000
AR®TT ARETTT
42,250 41,446
14,434 1,682
(955) (878)
55,729 42,250
54,551 41,372
1,178 878
55,729 42,250

BNAEFRERE S BEE EX
Xz FEzEANLMES -
AERBHERFAGABERE R
feEmBERZ [—RETHRAX]
A o

BHE2—_Z2—=F+-A=+—81t
FE - AELEER—HBEEAREBA
—WREE L - BRAKE ZFFIEE
M 3E32(a) o 7% & B 35 1E J¥ 3 B EX
THFERAEEFEFE R —=F
+=—A=+—8 EaitrER®
B4 B ARA14,200,0007T °
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For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

14. PROPERTY, PLANT AND EQUIPMENT 14. Y% - BER &R
The Group rEE
Furniture,
fixturesand  Leasehold Plant and Motor Construction
Buildings ggﬂipment improvementis machineries vehicles Molding in progress Total
kB
F Rith kg BERES AE B4 ERIE
RMBOOD  RMBOOO  RWBOD  RWBO00  RMBOOD  RWBOOD  RMBODO  RMBOW
ARETT  ARETT ARETRE ARETr ARETT ARETr ARETT ARETR
Cost: BE:
As at 1 January 2012 WZE--F-f-H 124,073 2,547 13,542 83,353 9,520 1,904 58,638 293,577
Additions NE 692 209 185 1,192 - = 81,965 84,243
Transfer B - - - 35,387 - 5,714 (41,101) -
Disposals e - (100) - - - - - (100)
Written off s (6,742) = = = (1,010) = = (7,752)
Exchange adjustments A% - 1) @ - - - - @)
As at 31 December 2012and  H=F——£+-f=+-A
1 January 2013 k=E-=5-f-H 118,023 2,665 13,725 119,932 8,510 7,618 99,502 369,965
Additions NE 1,943 212 - 1,769 3,489 4,806 64,722 76,941
Transfer i - - - 1777 - - (17 -
Disposals e - - - (179) (2429) - - (2,595)
Exchange adjustments A% - 0 U - @) - - (22)
As at 31 December 2013 RZZ-=4+-A=1-H 119,966 2,860 13,718 123,306 9,569 12,424 162,447 444,289
Accumulated depreciation:  RiHTE
As at 1 January 2012 W-E-—F-f-H 14,953 1,909 2,075 15,587 6,007 952 - 41,483
Charge for the year $$J§Sﬁ§ 5,610 200 220 9,444 986 5,385 - 21,845
Written back on disposals HERE - (90) - - - - - (90)
Written off s (2.901) - - - 909) - - (3810)
Exchange adjustments EXHRE = (1) ) - - - - @
As at 31 December 2012and  W=FE-—£+-F=1-H
1 January 2013 k=ZF-=%5-f-H 17,662 2,018 2,093 25,031 6,084 6,337 - 59,425
Charge for the year TEEHR 5372 179 9 10,240 725 4,042 = 20,567
Written back during the year R [R - - - (156) (1,858) - - (2,014)
Exchange adjustments B 5B - 1) U - - - - (14)
As at 31 December 2013 W_E-=F+-R=1-H 23,034 2,190 2,29 35,115 4,951 10,379 - 77,964
Carrying amounts: I :
As at 31 December 2013 WZE—=F+-A=1-H 96,932 670 11,423 88,190 4618 2,045 162,447 366,325
As at 31 December 2012 WZE-——#+-A=1-H 100,361 637 11,432 94,901 2,426 1,281 99,502 310,540
Notes: B
a)  Asat 31 December 2013, the Group’s building with carrying a) R-ZE—=F+_A=+—HEE
amount of RMB763,000 (2012: RMB801,800) was pledged EAEARKE763,000T (ZF—
to a bank to secure a bank loan granted to a subsidiary (see —F: AR%801,8007T) 2 AL
note 22). BIEFEE A AR EEUR T — M
BREZRITER (RMta22)
b)  Included in the additions of RMB76,941,000 (2012: b) FA- i ARBEARET6,941,000
RMB84,243,000), approximately RMB543,000 were 7T (ZT—Z=%F : AR¥84,243,000
transferred from inventories during the year (2012: T0) ZABE T ZHIBERIARE
RMB3,657,000). 543,000t B EFE (ZT—=
F : AR¥3,657,0007T) °
c) Al the buildings are situated in the PRC and are held under c) FARTFHURPEVRERIHEE

medium-term leases.

REFAE ©
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For the year ended 31 December 2013
HE_ZT-—=H6+_"A=1+—HILtEE

14. PROPERTY, PLANT AND EQUIPMENT
(Continued)

14. 9% - EE KW ()

The Company ¥ N/NE|
Furniture,
fixtures and Leasehold
equipment improvements Motor
#i #HE vehicles Total
RERZE NERE RE #E
RMB’000 RMB’000 RMB’000 RMB’000
AREFTL AREFTT ARETL ARETL
Cost: BE:
As at 1 January 2012 R-E——%F—F—H 222 245 - 467
Additions INE 18 - - 18
Exchange adjustments AR (1) (1) - (@
As at 31 December 2012 and  WZZE——F+-f
1 January 2013 =+-AR=ZE-—=F
—H—H 239 244 - 483
Additions NE - - 559 559
Exchange adjustments R (7) (7) (8) (22)
As at 31 December 2013 R-ZT—=%+-H
=r—F 232 237 551 1,020
Accumulated depreciation: ZinE :
As at 1 January 2012 R-—Z——%—HF—H 205 156 - 361
Charge for the year REERZ 15 82 = 97
Exchange adjustments B H A% (1) (1) - (2)
As at 31 December 2012 and ~ HZZE——F+_A
1 January 2013 =+t—-BR=E—=F
—H—H 219 237 - 456
Charge for the year AERAX 15 7 19 41
Exchange adjustments X R (7) (7) - (14)
As at 31 December 2013 RZE—=F
+=-A=+—8H 227 237 19 483
Carrying amounts: IREE :
As at 31 December 2013 RZE—=%
+-A=+—H 5 - 532 537
As at 31 December 2012 R-ZE——F
+-A=+—8H 20 7 - 27
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15. AVAILABLE-FOR-SALE FINANCIAL ASSET

Unlisted equity investment
in the PRC, at cost

FEMBRAKRE

The carrying amount of the above unlisted equity
investment represents 5% equity interest in a private entity
established in the PRC. The unlisted equity investment,
which is not held for short-term trading, was carried
at cost less accumulated impairment losses as the
investment does not have a quoted price in an active
market and whose fair value cannot be reliably measured
because the range of reasonable fair value estimates is so
significant. As at 31 December 2013, the Group does not
intend to dispose of the investment in the near future.

16. INVESTMENTS IN SUBSIDIARIES

Unlisted shares or capital contributions in
subsidiaries, at cost

15.

BRRAFTRE 2R E

16.

WRAFTE 2 I LR
BADLN PNCIPA- R NS

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

AHHESRNEE
The Group
x5KMHE

2013 2012

—E—=F —T—F
RMB’000 RMB’000
ARSTT ARBTIT

9,000 9,000

Fai3E ERBRARE 2 FREE/E
REIKZ Z A B B2 5% HE -
FREHMEEMH A I LHIRA
RE BRI B IR R TS RER R
HRAFEEA ETE (BB z
NHEEFHEETORRZ) - BUEK
R BEHREBEIIR R _F—
=F+T-A=1+t—H AXKEEXT
BRAAKREEZIRE

RMEBLTRZHRE
The Company
b 3/
2013 2012
—E—=5F T
RMB’000 RMB’000
AR®TT ARETTT
518,437 461,430
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For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

16. INVESTMENTS IN SUBSIDIARIES 16. RMBEATZIRE (48)
(Continued)
Details of the Company’s subsidiaries as at 31 December R-_ZTE—=%F+-"F=+—H ' &
2013 are as follows: RNAIZWBARFFRAT

Proportion of ownership interest

BERELE
Place of Issued and
incorporation/ fully paid
establishment share capital/
and type of registered Group’s Held Held  Principal activities
legal entity capital effective by the bya and place of
HEmeii, B®{TR interest Company subsidiary operations
Name of subsidiary BIBR BER* FKE ::E mHE EIEXRBR
MEABER ERRENE iMmks EREE OFRE L8FF  EERE
Pan Asia Environmental British Virgin US$200/ 100% 100% - Investment holding/
Protection Technologies Islands, limited Ordinary Share Hong Kong
Limited liability company 200%7T,/ REHR /B
EERIHS AR
BRAR
Dragon Commend Limited  British Virgin us$1/ 100% 100% - Not yet commence
Islands, limited Ordinary Share business
liability company 1%,/ B
EERTHS EFl
AR
B9 BRERE The PRC, US$54,280,000/  100%  58.95%  41.05%  Manufacture and
ERAR ([EH e ]) jointly- Registered Capital sales of EP
Wuxi Pan Asia foreign-owned (note ii) products and
Environmental Protection enterprise 54,280,000% 75/ equipment,
Technologies Limited HE AN AR undertakes
(“Wuxi Pan Asia’) (note i) RELE (Hrat i) EP construction

engineering
projects and
manufacture of
EP construction
materials/
the PRC
RIREmRRELZ
BERHE - Ak
RERERIRE
5 A REERR
BEME
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16. INVESTMENTS IN SUBSIDIARIES

(Continued)

Name of subsidiary
MELEEE

w DR (RE) ARAR

Pan Asia Environmental
Protection (China)
Company Limited (note i)

BHTH B R
BRAT

Wuxi Zhong Dian Kong
Leng Technology Limited
(note i)

EEBRUREBEBRAA

EERE IR R
ARAT
(MREIRWAER])

Shanghai Environmental
Engineering Design &
Research Institute
Limited (“SEEDRI") (note i)

Place of Issued and
incorporation/ fully paid
establishment share capital/
and type of registered
legal entity capital
gL BRTR
RIMER HERE
BREREE EmEx
The PRC, HK$100,000,000/
wholly- Registered Capital
foreign-owned 100,000,000,/
enterprise BRI
HE - S
BERE
The PRC, RMB5,000,000/
domestic- Registered Capital
invested limited ARE
liability company ~ 5,000,0007T /
HE - EARE Rl
BRAT
The PRC, RMB10,000,000/
domestic- Registered Capital
invested limited AEH
liability company 10,000,0007T /
HE - EARE Rl
BRAT
The PRC, RMB10,750,000/
joint stock Registered Capital
limited company AR
hE - R 10,750,0007T /
BRAR BRI

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

16. RBARZ&RE (M)

Proportion of ownership interest

Group’s
effective
interest

&%
RRER

100%

100%

100%

70.05%

HAELA

Held
by the

Company subsidiary

BE
AFHA

Held
by a

Principal activities
and place of
operations
FERBR
BB

B E
NGIEET )
100%  Manufacture and

sales of EP
products and
equipment and
undertakes EP
construction
engineering
projects/
the PRC
RREmRFEL
SUE RHE Rz
RRERIIE
HE /HE
100%  Investment holding/
the PRC
REER /HE

100%  Undertakes
EP construction
engineering
projects/
the PRC
RIERRER
T#2ER /+E
70.056%  Provision of
professional services,
manufacture and
sales of EP
products and
equipment
and undertakes
EP construction
engineering projects/
the PRC
RUZERSE
RIRE m R
ZBUERHER
AERRERTE
HR /HE
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For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

16. INVESTMENTS IN SUBSIDIARIES 16. WIMBATZ®RE ()
(Continued)

Proportion of ownership interest

WHRELH
Place of Issued and
incorporation/ fully paid
establishment share capital/
and type of registered Group’s Held Held Principal activities
legal entity capital effective by the bya and place of
HEMeiE, B®{TR interest Company subsidiary operations
Name of subsidiary RIHBR BERE/ FKE ::E3 BiE IEEER
il VNGRS ARERNYE H2fikEd EREE L/IRF LFKF SERE
BEZIRIER TR The PRC, RMB10,000,000/  49.04% - 70%  Manufacture and
BERAA joint stock Registered Capital sales of EP
([E=EZE ) limited company ARE products and
e i 10,000,0007T / equipment
BRAF A and undertakes
EP construction
engineering
projects
and provision of
professional
services/
the PRC
RIRE MR EE
ZRERHER
AERRERTE
BHE  RHEF
R,/ E
None of the subsidiaries had issued any debt securities at WMENRB AN SREHRBEITT
the end of each reporting period. AIERE S o
Note i:  The English names for these companies which were Biati - RPBRBIKIY 2 AR 2R EH
established in the PRC are not officially registered but WIHEXFMELZBE &
included here as a translation for identification purpose. WEPRHEXZWHE REE
FTis - HBRIZA -
Note ii: The registered and paid up capital of Wuxi Pan Asia Kiitiic BE-_ZT—=F+=-A=+—
was increased from US$42,600,000 to US$54,280,000 HIEFE  &HZo 23Kk
during the year ended 31 December 2013. % 2 IR 7N 542,600,000 7T 3%
I1ZE54,280,000% 7T ©
Note iii: The Group had no subsidiaries which have material non- Kiitii: BE_ZT—=FR_ZT—_F
controlling interests for the years ended 31 December +TZA=+—HLEFE &
2013 and 2012. B R RIS E K IEE

et a5 -



17.

18.

INVENTORIES

Raw materials
Work-in-progress
Finished goods
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For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

R
E&m

SR

TRADE AND OTHER RECEIVABLES

Trade receivables (Notes a to c)

FEUWE 5308
(Kiitazc)

Less: Allowance for doubtful debts i : REEEE

Other receivables (Note e)
Less: Allowance for doubtful debts

Retention receivables (Note d)

Amounts due from related

companies (Note 19)

Amounts due from subsidiaries

(Note f)

Loans and receivables

Prepayments and deposits

Other tax recoverables
Amounts due from

customers for contract

work (Note 25)

Hit YA (Hrite)
B KRB

e U (R 2B
(Hiztd)

FEURBE DA
HIB (B1:#19)

FEU B A R 0B
(7t

B e R
BNRBERES
Hip @i &
RREFAH
Ti2FA
(K15t25)

17. 8
The Group
&M
2013 2012
—E—=%F —E——F
RMB’000 RMB’000
AR®TRT ARBFIT
4,411 4,659
64,991 103,993
27,963 70,244
97,365 178,896

18. BB H R HMKRIA

The Group The Company
F&EE F27

2013 2012 2013 2012
2= | =% | Z8B-=f | _T—F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR | ARKETT | ARRTRE | ARETT
127,609 89,458 - -
(3,443) (2,104) - -
124,166 87,354 - _
55,700 125,802 79 81
(1,385) (186) - -
54,315 125,616 79 81
61,915 43,731 - -
820 - - -
- - 246,631 281,044
241,216 256,701 246,710 281,125
62,322 71,569 396 552
12,152 34,492 - -
99,878 118,134 - -
415,568 480,896 247,106 281,677
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For the year ended 31 December 2013
HE_ZT-—=H6+_"A=1+—HILtEE

18. TRADE AND OTHER RECEIVABLES
(Continued)

The amount of the Group’s and the Company’s
prepayments and deposits expected to be recovered
or recognised as expense after more than one year is
approximately RMB388,000 (2012: RMB401,000). All of
the loans and receivables, apart from those mentioned
in note d are expected to be recovered or recognised as
expense within one year.

a) Ageing analysis
The ageing analysis of trade receivables (net of

allowance for doubtful debts) at the end of each
reporting period is as follow:

0 - 30 days 0ZE30Kk
31-60 days 31E60X
61-90 days 61290K
91-180 days 91E 180K
181-365 days 1812365k
Over 365 days 365K A

The Group normally grants credit term of 2 months
to its customers. Further details on the Group’s
credit policy are set out in note 36(a).

18. BB RHAMMRIT (&)

AEBEAAREHBER —FElK
Bl ER AR 2 BN KRB RIZS
4 & A R #388,000 (Z T — =
& AR¥401,0007T) ° BHiFEdAT
s - BT B AR E U IE TE 5
R—FRKEERAEAS

a) fRERDHT

FENE 5 IRHIBRRARRAE -
MR B HREHRR2N Z R D

e
The Group
AEE
2013 2012
—E—=% —T——F
RMB’000 RMB’000
AR®FT ARETTT
32,183 49,251
4,626 3,101
1,354 8,191
38,117 21,526
23,575 10
24,311 5,275
124,166 87,354

AEEBEERETFP R T2ME
AZEEY AREEERK
ZHE— RN HIEES6(a) °
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18. TRADE AND OTHER RECEIVABLES
(Continued)

b)

Impairment of trade receivables

Impairment losses in respect of trade receivables
are recorded using an allowance account unless
the Group is satisfied that recovery of the amount is
remote, in which case the impairment loss is written
off against trade receivables directly (see note 2(g)).

The movement in the allowance for doubtful debts
during the year, including both specific and collective
loss components, is as follows:

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

18. BB RHAMMRIT (&)

b)

At 1 January n—HR—H
Impairment loss recognised BHERBEEE
Reversal of impairment loss BB RO

At 31 December R+-—A=+—H

As at 31 December 2013, trade receivables
of approximately RMB3,443,000 (2012:
RMB2,104,000) were individually determined to be
impaired. These individually impaired receivables
were outstanding for over 180 days as at the end
of the reporting period or were due from companies
with financial difficulties. The Group does not hold
any collateral over these balances.

FE s B 5 FRIE 2 R B

B E S ZBEEBERTIR
BiBRTHER - BRIEAKEE
EHEZ SRR AT ERE -
AZREBREERREKE
SR (RHE2(g) °

FARGBREEDY (BEFE
KRERBEELD) BT

The Group
AEE

2013 2012
—E—=% —T——F
RMB’000 RMB’000
AR®TT ARETTT
2,104 1,076
1,370 1,028
(31) =
3,443 2,104

RZE—=F+=_A=+—
H BURIZESHREBHOARE
3,443,000 (ZZTE——4%F : A
R#2,104,0007T) EEBIEE
BRE - ZEEBIREZ B
SRIBR R & BRI R 8 HAEB 33180
B sk AMBRRE AR
RATF o REBEEHZEEHIE
B A EAERY
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For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

18. TRADE AND OTHER RECEIVABLES
(Continued)

c) Trade receivables that are not impaired
The ageing analysis of trade receivables that are

neither individually nor collectively considered to be
impaired is as follows:

Neither past due nor impaired R R IR ARORUE
Less than 1 month past due BHD P E A
1 to 3 months past due wHEA1 =318 A
More than 3 months past due 10 B R 3@ 3 1E A

Receivables that were neither past due nor impaired
relate to a wide range of customers for whom there
was no recent history of default.

Receivables that were past due but not impaired
relate to a number of independent customers that
have a good track record with the Group. Based
on past experience, management believes that no
impairment allowance is necessary in respect of
these balances as there has not been a significant
change in credit quality and the balances are still
considered fully recoverable. The Group does not
hold any collateral over these balances.

d) Retention receivables

Retention receivables (typically 5% to 20% of the
total contracted value) are amounts which are not
paid by the customers until fulfilment of warranty
period of generally 1 to 2 years specified in the
contracts for the payment of such amounts. The
amount of retentions are expected to be recovered
through its normal operating cycle.

18. BB RHAMMRIT (&)

c) KREEZEWEZHKEA

3 7 1 51 s 3£ R348 R
W SHIE Y ERAITMT -

The Group
AEE
2013 2012
—E—=% —T——F
RMB’000 RMB’000

AR®TR ARETT

36,809 52,352
1,354 8,191
38,117 21,626
47,886 5,285
124,166 87,354

BER 8 A I R ORL (B 2 FE U SR IR
22T PEIERIERCER L
BEFER -

BB B RRE 2 B FOR R
ZEBAEAREBERFER
RSk BUEFBRE - ERB
R AR EEERTES

e B EHRBINRR A
2RO WEREREHBA
A BRI RERE - &
SEYEFERFHRBZEIM
i e

d ERERKRE

FEWE R RIBIE R MR
ZEBE(—RBAENREEZ
5%ZE20%) * BERERKRE
TEHTHZERE (—RB
—ZEWF) BTN - FEH
FERFEARE—REER
BRI T Uk -



18. TRADE AND OTHER RECEIVABLES

(Continued)

e)

f)

Other receivables

Included in other receivables as at 31 December 2013
is an advance of approximately RMB17,230,000 (2012:
RMB97,230,000) to the local government departments
of Guannan County, Lianyungang City, Jiangsu
Province, the PRC. The management believes that
no impairment allowance is necessary in respect of
this balance as the balance is still considered fully

recoverable.

The movement in the allowance for doubtful debts
during the year, including both specific and collective

loss components, is as follows:

At 1 January

Impairment loss recognised

At 31 December

Amounts due from subsidiaries

R—H—8
BRI E R 18

R+—A=+—H

The amounts due from subsidiaries are unsecured,

interest-free and repayable on demand.
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For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

e)

f)

18. BB RHAMMRIT (&)

H fth P& W 5K R

HEMERFEBEER ST —
—Ft+-_A=+—HBENFH
B I#hAEZAMEREE
HEAT EBPY 2 RIB K AR
17,230,0007C (=& — =4 :
A R #97,230,0007T) » & 2
B ARZERBINER
Br2ENE - EREEEAE
ERE -

FAZAREBRBES (BHRHE
ENEBEENY) AT

The Group

*THRHE
2013 2012
—E—=% —FE——F
RMB’000 RMB’000
AR®TT AREET T
186 147
1,199 39
1,385 186

PEUR B A B FRIE

P& Ui B I8 B IR A AR AR
R B RBIRBERENETER
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For the year ended 31 December 2013
HE_ZT-—=H6+_"A=1+—HILtEE

19. AMOUNTS DUE FROM RELATED 19. BIERE LT RIA
COMPANIES
The Group
F&E@E
Year ended Maximum amount
31 December outstanding
8E+-A=1+—HLEE R EERSEE
2013 2012 2013 2012
Name of E-=F | T | ZB-Z=F | _T—=F
company Connected party RMB’000 RMB’000 RMB’000 RMB’000
LFEE HES AR®TR | ARETT | ARBTRE | ARKTR
HEBHETIEBEBRAA A company of which
(reagF1) Mr. Jiang Quanlong,
Yixing AGC Ceramics Co. Limited a director of the
(“AGC”) Company, is also
a director
ARREEERE
RETREEES
AN - - - 6,100
- = - 6,100
TEERELAGTEEXERRIDA A company of which
Mr. Jiang Lei,
a director of the
Company, is also
a legal representative
ARAIEEERZLET
BEEERKZ AR 820 - 820 -
820 - 820 -

The amounts due from related companies are unsecured,

interest-free and repayable on demand.

EWEEARRELSEER 28
NIRR BB ER ©
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20. CASH AND BANK BALANCES

21.

Cash and bank balances comprise cash held by the Group
and short-term bank deposits with an original maturity of
three months or less. As at 31 December 2013, the bank
balances and deposits carried interests at the prevailing
market interest rate which ranged from 0% to 0.35%
(2012: 0% to 0.5%) per annum.

As at 31 December 20183, the Group had bank balances
and cash that were either not freely convertible
or were subject to exchange controls in the PRC,
amounting to approximately RMB567,623,000 (2012:
RMB563,838,000).

TRADE AND OTHER PAYABLES

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

20. B&kBITHER

ReERBTESREREAEEFT A
BeEREHNHEAE=ZMBASAT
ZRHBEBITER - RZE—=F+
“B=+—8 ' BITEHRERIE
WITMBFEMNENFEE0.35% (=
T——F : TE05%)TE -

RZF—=F+ZA=+—H &
SEBAETERTRAERLBRIF
INEBFIRFEZRITEGRIRS D
B AR ¥567,623,0000T (Z T ——
F: AR¥563,838,0007T) °

21. B BSREMBRIRA

The Group The Company
*&KE b /N
2013 2012 2013 2012
= | T —F |ZB-ZF | _T——F
RMB’000 RMB’000 RMB’000 RMB’000
AR®TR | ARB T | A\AB®TRT | ARETTT
Trade payables 8 5508
(Note a) (Htita) 117,984 136,818 - =
Accruals and other payables JEETE R M EAM
(Note b) FERT IR (HaEb) 34,702 27,803 1,154 1,587
Amounts due to directors FEfSEEKIA
(Note 23) (H13#23) 556 2,677 11 3,103
Amount due to a subsidiary FE <t — RS B B A &)
(Note c) KIE (Hize) - = 62,286 =
Amounts due to related e BB R RIFUE
companies (Note 24) (H15#24) 17,928 2,258 - -
Financial liabilities measured VABESERCR ST 2 1)
at amortised cost TREIAE 171,170 169,556 63,451 4,690
Other PRC tax payables Hoh e R B AR IR 4,815 4,296 - =
175,985 | 173,852 63,451 4,690
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21. TRADE AND OTHER PAYABLES (Continued)
a) Ageing analysis of trade payables

The ageing analysis of trade payables is as follows:

0 to 30 days 0Z30H

31 to 60 days 31£260H
61 to 90 days 61290H
91 to 180 days 91£&180H
181 to 365 days 1812365H
Over 365 days 365H A+

b) Accruals and other payables

Included in other payables as at 31 December
2013 is an amount due to a former subsidiary
amounting to approximately RMB8,784,000 (2012:
RMB8,784,000). The amount due is unsecured,
interest-free and repayable on demand.

c) Amount due to a subsidiary

The amount due to a subsidiary is unsecured,
interest-free and repayable on demand.

21. ERESHREMKIEA ()

a)

b)

c)

FE{S B 5 FRIE 2 BRI 2 47

FES B 5 k1A 2 BR i 5 4T 40
T

The Group
AEE

2013 2012
—E—Z=F —FE——F
RMB’000 RMB’000
AR®TT ARBTT
19,556 50,290
2,249 12,081
11,370 7,077
1,653 20,146
17,396 6,045
65,760 41,179
117,984 136,818

EstERARHEMEMRIE
HthENREBEEERZ2Z —
=+ A=+—HERT
AIB AR ZRBEHARE

8,784,0007T (=T —=4F : A
R #8,784,0007T) ° #Z%5KIETY
MR - B RAERE KA
B o

PE — KB 2 RRE
FEA — P 8 2 B sRIR TS5 SR 4K

%8 RARE KR
e
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22. SHORT-TERM BANK LOANS 22. FHAARITER
At 31 December 2013, the bank loans were repayable as R—ZE—=%F+-A=+—H &
follow: BEZRITERET
The Group
.34

2013 2012
—E—=F —EF——F
RMB’000 RMB’000

Current liabilities
Within 1 year or on demand

AR®TR ARETT

un.ﬂ ﬁﬁ

AR —FANBRENKE 14,000 14,000

R

At 31 December 2013, the bank loans were secured as RZE—=F+=-A=+—H"' B
follow: EIRZBITEFOT ¢
The Group
*5E
2013 2012
—E—=% —T—CF
RMB’000 RMB’000
AR®TR ARBTIT
Bank loans SBITER
- secured — A 9,000 9,000
— unsecured — IR 5,000 5,000
14,000 14,000
A bank loan of RMB9,000,000 (2012: RMB9,000,000) if 17 B 3 A K #9,000,0007T A A
is denominated in RMB carrying interest at floating rate Eﬁguﬂﬁ Fr Bt % B 4 R = F
ranging from 6.00% to 7.80% (2012: 6.56% to 7.216%) 6.00% % 7.80% 2 [ (::*:E
per annum. The remaining bank loan of RMB5,000,000 6.56%%27.216%) ° #& NiR{T E R
(2012: RMB5,000,000) is denominated in RMB carrying AR ¥5,000,0007T (ZF— =4 :
interest at a fixed rate of 5.6% (2012: 7.2%) per annum. A R #5,000,0007T) A A R ¥ 5t
B FTEEFFE /5.6% (ZF
— T 7.2%)
At 31 December 2013, the bank loan of RMB9,000,000 RZBE—=F+_H=+—HB" ' &K
(2012: RMB9,000,000) is secured by the Group’s building £ 8z AR#9,000,0007T (=& —
with carrying amount of approximately RMB763,000 (2012: _¢ AR #9,000,0007T) $BI1TE
RMBB801,800). The pledged building will be released upon 2 AR £ [ BR DS (B S A R
full settlement of the relevant bank loan. 763 00T (ZZE—ZF: AR
801,8007T) Z@?ﬂzi%ﬁ#ﬁ o B
HEFEREBRITEEEMNER
BRI o
All of the Group’s banking facilities are subject to the NEE B RT mﬂﬁiﬁ LT
fulfilment of covenants. If the Group were to breach the R MAKSEERZH  EBHAZ
covenants, the drawn down facilities would become 1*§§E/,\§izzzfﬂa3§° $%€Eﬁﬂ
payable on demand. The Group regularly monitors its ERRRETHRERF AL E
compliance with these covenants. Further details of the ﬁéﬁméﬂﬁi}mﬁz}& WG
Group’s management of liquidity risk are set out in note N FE360C) s RZE—=F K=
36(c). As at 31 December 2013 and 2012, none of the T—_F+_A=1t—H Xx£H
covenants relating to drawn down facilities had been WEEREBABREER R -

breached by the Group.
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23. AMOUNTS DUE TO DIRECTORS

23. B EERT

The Group The Company
F5EE b 3N

2013 2012 2013 2012
2= | —T——F | ZB-Zf | —_T—=F
RMB’000 RMB’000 | RMB’000 RMB’000
AR¥TRT | ARETZ | AR%TRE | ARKETT
Mr. Jiang Quanlong BRELE - 2,677 - 3,103
Mr. Jiang Lei BERrTE 556 - 11 =
556 2,677 11 3,103

The amounts due to directors are unsecured, interest-free

and repayable on demand.

24. AMOUNTS DUE TO RELATED COMPANIES

Name of company

LT EE RER

HEBRK KM AR QA

Connected party

A company of which

([EERK ) Mr. Jiang Quanlong,
(RUFE : BRAIBA (R E) &kl a director of the
BRAF]) Company, is also a

Yixing Silver Mile Fluorescent
Materials Co., Ltd
(“Yixing Silver Mile”)
(Formerly known as Osram (China)
Fluorescent Materials Co., Ltd.)

REZRIRREABRAA]
Benxi Fanya Environmental Heat &
Power Co., Ltd.

Mr. Fan Yajun,
director of

the Company, i
also a director

RREE

director of its shareholder
RAREEBRELE
MAEERRCES

A company of which

a

S

SERERE

TEEEEZ AR

The amounts due to related companies are unsecured,

interest-free and repayable on demand.

110

ENEZFRRDGERT 28 NA

B EADE

24. EFRREATIRIEA

£ yem

F 2R A ©

The Group
xEKH

2013 2012
—Z—=F —ET—_F
RMB’000 RMB’000
AR®TT ARBT T
14,443 8
3,485 2,250
17,928 2,258

S

i
X

T 30

S
At

ERAREDBIER 28
EREVEEH -
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25. AMOUNTS DUE FROM CUSTOMERS FOR 25.
CONTRACT WORK
Details of construction contracts in progress at the end of
each reporting period are as follow:
Contract costs incurred to date SREE 2 &R

Recognised profits less recognised losses EEE

Less: Progress billings B EESRIA
Amounts due from customers
for contract work

As at 31 December 2013, the amounts due from
customers for contract work are expected to be recovered
within one year.

In respect of construction contracts in progress at the end
of the reporting period, the amount of retention receivables
from customers, included in “Trade receivables” as at 31
December 2012 was approximately RMB5,584,000 (2013:
Nil). Receipts in advance from customers for contract
work amounting to approximately RMB29,169,000 as at
31 December 2013 (2012: RMB39,418,000) were included
in “Deposits received and receipts in advance”.

Zom AR B R EE

FEWEF & #) TRRKIA

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

BEREFRSHIERER

n& Eiﬁﬂiﬁ%ﬁz&%lﬁ #
SACEUNN

The Group
x5KMHE

2013 2012
—E—=F —T——F
RMB’000 RMB’000
AR®TT ARBTIT
275,901 249,577
46,570 54,433
322,471 304,010
(222,593) (185,876)
99,878 118,134

N—ZEBE—=F+-_A=+—H0" #
HR—FAREREREFEHIE

A e

ERARBERRCERTIREL
RZE—Z—F+=A=+—HitA
[EUWE SRR Az EWRERRIE
4 5 ANR#5,584,000T (ZE—=
FT)  RITE—Z=F+_-A=
+—H BAUREFAHIRERED
A A R #29169,0007T (ZFE — =
F: NR#39,418, 0007_5> I 5 A
[BUIEE KB
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BHE—ZT-=F+-A=+—HIEE

26. INCOME TAX IN THE CONSOLIDATED
STATEMENTS OF FINANCIAL POSITION

a) Current taxation in the consolidated statement of
financial position represents

Provision for PRC Enterprise
Income Tax for the year
Provisional tax charge waived
Over-provision in prior years BAEFERERE
Provisional tax paid during the year £ A1 2 1~ & & 74 18

Balance of PRC Enterprise

EEEFERREZ

FEHBEDEMSHEE
EHREHREX

26. FEMBRARAZHRER

Bl (RSB R
(FFREFRBEOARE

Income Tax relating to prior year
(net of tax paid of approximately
RMB7,083,000

(2012: RMB2,008,000)) AER#2,008,0007T))

Tax payable FERRIE

7,083,000 (ZF— % :

FREMBARRRA Z ANHHERE

The Group
AERE

2013 2012

—E—=% T4

RMB’000 RMB’000

AR®TT AR¥ETTT

1,713 310

- (96)

- (1,032)

(335) (3,057)

1,378 (8,875)

2,011 12,969

3,389 9,094
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HE_Z—=F+_A=+—HIEE

26. INCOME TAX IN THE CONSOLIDATED 26. HFAMBRARANZAER
STATEMENTS OF FINANCIAL POSITION (#8)
(Continued)
b) Deferred taxation b) EZEHIE
The components of deferred tax liabilities recognised FRRIGE BB RERZ
in the consolidated statement of financial position BIERIBEEZ AKX D R E
and the movements during the year are as follows: AT
The Group
ARE
Depreciation
Withholding allowances
tax on in excess
undistributed of related
profits depreciation Total
koikad BHERTEZ
4 - Eill e #5t
RMB’000 RMB’000 RMB’000

ARETR AR®TT ARETT

At 1 January 2012 NWZE——F—H—H 6,566 - 6,566
Charged to profit or loss st A8z (#7726(a))
(Note 6(a)) 1,105 5,601 6,706

At 31 December 2012 RZE——%+—-A8

and 1 January 2013 =+—-RR-Z—=4%
—H—H 7,671 5,601 13,272
Charged to profit or loss &t A8z (#f:6(a))
(Note 6(a)) 823 835 1,658
At 31 December 2013 RZE—=%F
+=-—A=+—H 8,494 6,436 14,930
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HE_ZT-—=H6+_"A=1+—HILtEE

26. INCOME TAX IN THE CONSOLIDATED
STATEMENTS OF FINANCIAL POSITION
(Continued)

b)

Deferred taxation (Continued)

Pursuant to the Enterprise Income Tax Laws of the
PRC (the “New EIT Laws”), a 10% withholding tax
is levied on dividends declared to foreign investors
from foreign investment enterprise established in the
PRC. The requirement is 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 dividend
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 Group’s dividend
policy, no matter whether any dividends have been
declared out of such earnings by the subsidiaries
at the reporting date. 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.

As at 31 December 2013 and 2012, the Group
has not recognised deferred tax assets in respect
of tax losses of the Company’s PRC subsidiaries
of approximately RMB22,854,000 (2012:
RMB18,446,000) which will expire from 2014 to
2018 as it is not probable that future taxable profits
against which the losses can be utilised will be
available in these PRC subsidiaries.

26. 78
(#8)

b)

MERARAZMER

EERE ()

RIBFRBEBEAEEAR ([
ERBBOE]D - P B
SNERERINEREEMEIR
B BB BZZ10%TAH © 1t
REB-ZZN\F—H—BE
B BRAR_ZTLF+Z
A=1T—HAENAF - f{hE
BN B E P RDAE R AT
BRBLH  HARBREREK
BREHM - RAKEME -
BRARER10% - Bt - A&
= 78 B i B 32 O Y I 8 )
RZZFZNF-A-—BURE
& B 3 TR B AR B TR
W - B T N\F—H—
B AR 2 P B RS H F B X A
WIEMADERNME @ A&
BREHEBEEGR - BRIEL
HMIREE  EWHE R RRNE
TERABCBRFRMNKEE
A8 - RRREFH TR
MAKENESER  NEE
7 18 2L LY /BB 28 RIAR BBUR ©

ARRAERRI A 2 BB
BEMSHEVTE -

RZEBE—=FER-_T——F+
“A=+—8 ' A&EETEH
ARAalzH BB RRER
TE—MEE T — ) \FEH
MEH s HEEEOARE
22,854,0007T (=& — =4 :
A R #518,446,0007T) HERIE
ERMIEEE  AAARMHTZ
LR BB R A Z R RERE
vax 1 DA 4 5 85 5 48 30 1 7] B
}Eﬁ o



27. SHARE CAPITAL

Authorised and issued share capital

Authorised

Ordinary shares of HK$0.1 each
as at 1 January 2012,
31 December 2012 and 2013

Issued and fully paid

Ordinary shares of HK$0.1 each
as at 1 January 2012,
31 December 2012 and 2013

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

Company’s residual assets.

Annual Report 2013 « — & — = F3§

Notes to the Financial Statements

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

27. B&#&E
VEE M B BEITIRA
Number of
shares Amount
BinE H kof ]
’000 HK$’000
TB% FExT
EE
R-_ZT——F—H—H-
—EFRZFE—=
+—_A=+—HEK
HEO. 1Tz Tk 4,000,000 400,000
ERTREAE
R-ZT——F—A—H"
T _FR-E—=F
+—A=+—HE&K
HEO0. 15T Tl 800,000 80,000

(Equivalent to
approximately
RMB74,872,000)
(HER®
AR
74,872,0007T)

TABRFAEABREDTEEIRZ
BREXEENRARBAE EAFK
—ERR - 2MEBRYARAF

HREEMSBRF -
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BHE—ZT-=F+-A=+—HIEE

28. RESERVES 28. f#flm
The Company b. 3/

Attributable to owners of the Company

BEFAREEA
Share
Share Share Contributed  Translation option  Accumulated
capital premium surplus reserve reserve losses Total
k% Eiram HARR ERGE WRERS RHBR &8

RMBOO0  RAMBO00  RMBOOO  RMBOO0  RMB'00O RMBOOO  RMB'000
ARETT ARETT ARETT ARETRT ARETR ARETT ARETRL
(Note )  (Note()  (Noteld) (Note vi)
(By3E0) (Frzky) [0 A )

At 1 January 2012 e 74872 49200 12478 (41529 13,063 (18705) 819,115
Loss for the year ENEE = = = = = (14,088) (14,088)
Qther comprehensive loss Eft2EFR
- Exchange difference on translation - #EEBRE
of financial statements to REEREL
presentation currency JEREE = = = (70,400) = = (70,400)
Total comprehensive loss for the year £R2EFELE = = = (70,400) = (14,088) (84,488)
Transfer to accumulated losses upon  REBRIELREEES
lapse of share options EiER - = = = (720) 720 -
Equity-settled share-based RALEERH
transactions U] = - - - 4,024 - 4,024
At 31 December 2012 and i
1 January 2013 +-A=t-Bk
—“¥-=%#-f-H 74,872 419,229 372,178 (111,922 16,367 (82,073) 738,651
Loss for the year ENEE = = = = = (12,593) (12,599)
Qther comprehensive loss Eft2EER
- Exchange difference on translation - #EEBHE
of financial statements to REEREL
presentation currency EREE = = = (22,89) = = (22,899)
Total comprehensive loss for the year £/2 EFREARE = = = (22,895) = (12,593) (35,488)
Equity-settled share-based RAEERR
transactions BB S - - - - 3,137 - 3,137
At 31 December 2013 RZE-=%
+-A=t-H 74,872 419,229 372,178 (134,817) 19,504 (44,666) 706,300
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28. RESERVES (Continued)

Share premium and reserves

i)

iii)

Share premium

Under the Companies Law (Revised) of the Cayman
Islands, the share premium of the Company is
distributable to the owners of the Company provided
that immediately following the date on which the
dividend is proposed to be distributed, the Company
will be in a position to pay off its debts as they fall
due in the ordinary course of business.

Special reserve

The special reserve of the Group represents the
difference between the nominal value and share
premium of the subsidiaries acquired and the
nominal value of the Company’s shares issued for
the acquisition of these subsidiaries at the time of
group reorganisation immediately prior to the listing
of the Company’s shares on 1 December 2007.

Capital reserve

The capital reserve represents the excess capital
contribution from the non-controlling interest of &2
7223, a subsidiary of the Company.

Contributed surplus

The contributed surplus represents the difference
between the nominal value of the ordinary shares
issued by the Company and the net assets value of
subsidiaries acquired through an exchange of shares
pursuant to the group reorganisation.

Enterprise expansion reserve and statutory surplus
reserve

Statutory surplus reserve and enterprise expansion
reserve are set up by the Company’s subsidiaries
established in the PRC by way of appropriation
from the profit for the year in accordance with the
relevant laws and regulations in the PRC. These
subsidiaries are required to allocate certain percent
of its net profit for the year as reported in their PRC
statutory accounts to the statutory surplus reserve
and enterprise expansion reserve until such reserves
reach 50% of registered capital. These reserves
are non-distributable. The statutory surplus reserve
can be used to make up prior year losses of these
subsidiaries, if any, and can be applied in conversion
into capital by means of capitalisation issues. The
enterprise expansion fund is used for expanding
the capital base of these subsidiaries by means of
capitalisation issue.

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

28. f&fm (#8)
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28. RESERVES (Continued)
Share premium and reserves (Continued)

vi)  Translation reserve

The translation reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of the entities within the
Group whose functional currency is other than RMB.
The reserve is dealt with in accordance with the

accounting policies set out in note 2(r).

vii)  Share option reserve

The share option reserve arose upon on the grant of
share options of the Company and is dealt with in
accordance with the accounting policies set out in

note 2(n).

Distributable reserves of the Company

Under the Companies Law (Revised) of the Cayman
Islands, share premium and contributed surplus are
distributable to shareholders, subject to the condition that
the Company cannot declare or pay a dividend, or make a
distribution out of share premium and contributed surplus
if (i) it is, or would after the payment be unable to pay its
liabilities as they become due, or (i) the realisable value of
its assets would thereby be less than the aggregate of its

liabilities and its share capital account.

As at 31 December 2013, the Company’s reserves
available for distribution to shareholders amounted to
approximately RMB746,741,000 (2012: RMB759,334,000),
computed in accordance with the Companies Law (Revised)
of the Cayman islands and the Company’s articles of
association. This includes the Company’s share premium of
approximately RMB419,229,000 (2012: RMB419,229,000)
and contributed surplus of approximately RMB372,178,000
(2012: RMB372,178,000), less accumulated losses of
approximately RMB44,666,000 (2012: RMB32,073,000),

which are available for distribution.

28. f&fm (#8)

BRIDBERHE (&)
vi) B EE

EXREEERRERTGEER
EARBZAEEER 2B
WREEZMBINEZRE - K
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29. SHARE OPTION SCHEME

The Company’s share option scheme (the “Share Option
Scheme”) was adopted pursuant to a resolution passed
on 1 December 2007. The purpose of the Share Option
Scheme is to enable the Company to grant options to
selected participants as incentives or rewards for their
contributions to the Group. Under the Share Option
Scheme, the directors of the Company may grant options
to the following eligible participants:

i) any employee (whether full-time or part-time,
including any executive director but excluding any
non-executive director) of the Company, any of its
subsidiaries or any entity (“Invested Entity”) in which
the Group holds an equity interest;

ii) any non-executive director (including independent
non-executive director) of the Company, any of its
subsidiaries or any Invested Entity;

iy  any supplier of goods or services to any member of
the Group or any Invested Entity;

iv) any customer of the Group or any Invested Entity;

v) any person or entity that provides research,
development or other technological support to the
Group or any Invested Entity;

vi) any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued
by any member of the Group or any Invested Entity;

vii) any advisor (professional or otherwise) or consultant
to any area of business or business development of
any member of the Group or any Invested Entity; and

viii) any other group or classes of participants who have
contributed or may contribute by way of joint venture,
business alliance or other business arrangement to
the development and growth of the Group.

29.

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE
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29. SHARE OPTION SCHEME (Continued)

The total number of shares which may be issued upon
exercise of all options to be granted under the Share
Option Scheme and any other share option scheme of
the Group must not in aggregate exceed 10% of the
shares in issue on the day on which trading of the shares
commenced on the Main Board of the Stock Exchange
(“General Scheme Limit”). The total number of shares
available for issue under the Share Option Scheme
is 80,000,000 (including those granted but yet to be
exercised), representing 10% of the issued shares of the
Company as at 31 December 2013 and 2012.

The maximum number of shares in respect of which
options may be granted under the Share Option Scheme
must not in aggregate exceed 30% of the shares of the
Company in issue from time to time. The number of
shares in respect of which options may be granted to any
participant is not permitted to exceed 1% of the shares
of the Company in issue during the 12-month period
before the date of grant without prior approval from the
Company’s shareholders. Any grant of options under the
Share Option Scheme to a director, chief executive or
substantial shareholder of the Company or any of their
respective associates (as defined under the Listing Rules)
must be approved by the independent non-executive
directors of the Company. In addition, any grant of options
to a substantial shareholder or an independent non-
executive director or any of their respective associates in
excess of 0.1% of the shares of the Company in issue and
with an aggregate value (based on the closing price of the
Company’s shares at the date of grant) in excess of HK$5
million within any 12-month period must be approved by
shareholders of the Company in general meeting.

Unless otherwise determined by the directors of the
Company and stated in the offer of the grant of options to
a grantee, there is no minimum period required under the
Share Option Scheme for the holding of an option before
it can be exercised.

29.

RRBx R (4R)

HITERIBZERETE R AEE(E
A E b BE AR ST B P i HH < 2 2B B8
MR EITT 2 RHDBEA XD
SHRERCHBEBIMERESE
EHBETRMDZ10% ([—&F 2
FREE]) - RIS S A 21T
2 P& 15 42 2k 480,000,0000% (& #E
EREERRITESE) (AR ER
—E—ZFR-FE——F+-A=
+—HZBEETRM10% °

RIE AT 8 7] T % < AR
FRZBHEE RS TBBARA
TEBEBITIRM A Z30% ° KL
RARRELLAE - F R EERK
BRI+ A R B
EFTF R zRNHEBE T EBAEAR
BB BT MD1% o 1B 15 B8 A AE 51
EMARRES =T ABK
TERRKFESBZ2EMBEA
T (EE R EWHRL) BHEMBR
o BRARBZEBYIENITES
HEE o AN - MER+ @ A A A
FTERRKBUIERNTEETRES
SAZEMNBEALRHBAEAR
AIE BT M0.1% & BE (BIEAK
UNGIL Srabiassduni= b:i ol ik = =
885,000,000/ T 2 BERR #E - B
BARRRRERRERS & -

BRIEARAEFERITRE KA A
RARZRHBEREEORRA -
BRIBREA S L EREEITER
B aERE s AR -



Annual Report 2013 « — & — = F3§

Notes to the Financial Statements

29. SHARE OPTION SCHEME (Continued)

An offer for the grant of options to a grantee shall be
accepted by no later than 21 days from the date of offer.
HK$1 per grant of options is payable on the acceptance
of the grant of options. Options may be exercised in
accordance with the terms of the Share Option Scheme
and expiring in accordance with the terms of the Share
Option Scheme or upon the expiry of the tenth anniversary
of the Share Option Scheme, whichever is the earlier.

The exercise price is determined by the directors of the
Company, and shall not be less than the highest of (i) the
closing price of the Company’s shares as stated in the
daily quotations sheets of the Stock Exchange on the
date of the offer of grant; (ii) the average closing price of
the Company’s shares as stated in the daily quotations
sheets of the Stock Exchange for the five trading days
immediately preceding the date of the offer of grant; and
(iii) the nominal value of the Company’s share.

a) The terms and conditions of the share options

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

29. FRBxiEEtE (#8)

AERAELNRLBREZDA
TEVELHABZR21B RER - &
R 2 B AL B ) B A E
BT - BRER RIBE RS
B2 RRATRE - WARIRIE BT &
Z RSN BE A 5t &+ B
KB (AP ERE) -

TEEHEARRAERTET MAT
BRR ()R Z 4 B B FE A&
EBRAFARA RN ZHKHIE ; (i)
EERREBREASMNAEZXA
BRXERRERMHEAARA RN
ZFHWHE ¢ Ri) A A R B B
B (AEEERE) -

a) BRTEEREEBEREZEH

granted to directors and employees are as follows: R AT
Number of
share
options Contractual
granted Vesting life of options
= H conditions MERg e
BERENE BEG4 eHEH
Granted to directors: BT ES 2 BIRRE
—on 14 May 2008 ——_ZTENF 5,800,000 one year 10 years
HA+TEA —f T4
—on 11 June 2012 ——ET——%F 5,000,000 one year 10 years
NA+T—H —f T4
Granted to employees: KT RE 2B
- on 14 May 2008 ——ZTFN\F 12,000,000 one year 10 years
HA+MA —4F T4
—on 11 June 2012 ——ET——%F 30,000,000 one year 10 years
NA+T—H i T4
Total number of share
options granted i g 52,800,000
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29. SHARE OPTION SCHEME (Continued)

a)

The terms and conditions of the share options
granted to directors and employees are as follows:
(Continued)

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 Group
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
are exercisable until 13 May 2018. The exercise price
is HK$2.81 per share. As at 31 December 2013, the
outstanding share options granted and accepted
by directors and employees was 15,800,000 (2012:
16,800,000).

On 11 June 2012, 39,000,000 share options were
granted to directors, senior management and
employees of the Group under the Company’s Share
Option Scheme at a consideration of HK$1 for
each offer of which 35,000,000 share options were
accepted in July 2012. 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 11 June 2013, and will be exercisable
until 10 June 2022. The exercise price is HK$0.83
per share. As at 31 December 2013, the outstanding
share options granted and accepted by directors and
employees was 35,000,000 (2012: 35,000,000).

No share options lapsed during the year ended
31 December 2013. During the year ended 31
December 2012, 1,000,000 share options granted
on 14 May 2008 lapsed.

No share options were exercised during the years
ended 31 December 2013 and 2012.

29. MRS (M)

a)
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MER - ZEBEREBR -
—=F~A+—B%B 2%
AAIR—_TE-_—_F~AF+HZ
BT1TfE - 17{F & & 3 f%0.83
Bl RZE—=F+=_H
=+—H ERLEEEER
BEEBEMZ MAITTHEERES
35,000,000 (=& — =4 :
35,000,00013) °

HE_Z—=F+=-A=+—
BIEFE - BHEERERR -
Bz s——#+-_F=+—
BIEEE R-ZZEN\EHA
+ @ B # ! 21,000,00017 &
AR B A -

BE_Z—=6KF_F——F
+—A=+—HItFE  #HE
BRI T -
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29. SHARE OPTION SCHEME (Continued)

b) The number and weighted average exercise price of
share options granted and accepted by directors and

employees are as follows:

Outstanding at the beginning
of the year

Lapsed during the year

Granted during the year

Outstanding at the end
of the year

Exercisable at the end
of the year

ENHRTE

FREXX
FRRH

FREARITER

FRAFIT6E

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

29. FRBxiEEtE (#8)

b) ERHENNREZRESCEMN
ZEERE 2 8B RN 1T

RENT
2013 2012
—2-=f —Tf

Weighted Weighted

average average

exercise exercise
price Number of price Number of
MiEFY  share options MEFH  share options
fTER ERESE T8 Bl A
HK$1.46% T 50,800,000 | HK$2.8177T 16,800,000
- - | HK$2.827%7T (1,000,000)
- - | HK$0.83%8T 35,000,000
HK$1.46/& T 50,800,000 | HK$1.46/E7T 50,800,000
HK$1.46/& T 50,800,000 | HK$2.817E7T 15,800,000

The options outstanding as at 31 December 2013
had an exercise price of HK$2.81 or HK$0.83 (2012:
HK$2.81 or HK$0.83) and had a weighted average
remaining contractual life of 7.175 years (2012: 8.175

years).

RZE—=%+-_A=+—H
MATERERECTEESR
2.818 L 5%0.838 L (=& —
T4 2.818705K0.83% L) ¢
MmMEFHFBENFER B
7A75F (Z & — — % :8.175
F) o
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For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

29. SHARE OPTION SCHEME (Continued)

c)

Fair value of share options and assumptions

The fair value of services received in return for share
options granted is measured by reference to the fair
value of share options granted. The estimate of the
fair value of the share options granted is measured
based on the Binomial Option Pricing Model. The
contractual life of the share option is used as an
input into this model.

Fair value of share options and BBz N FE
assumptions )31
Fair value at measurement date REtE HEIZ AT

Share price i &

Exercise price B

Expected volatility (expressed as FEHR IR (LA [ =3B
weighted average volatility HEEEEARN
used in the modeling under FHRAMINEF KR
the Binomial Option Pricing Model)  &/R)

Option life (expressed as weighted
average life used in the modeling

R E R (A
[—3R:] i EE

under the Binomial Option B AR AR
Pricing Model) MEFHFEIRRT)
Expected dividends TEHARR B

Risk-free interest rate
(based on Exchange Fund Notes)

The expected volatility is based on the historic
volatility (calculated based on the weighted average
remaining life of the share options), adjusted for
any expected changes to future volatility based on
publicly available information. Expected dividends
are based on historical dividends. Changes in the
subjective input assumptions could materially affect
the fair value estimate.

There were no service conditions or market
conditions associated with the share options
granted.

ERERME (RIE
SNERSZIR)

c)

29. FRBxiEEtE (#8)

BREZAFERRBR

AR BRI mES 2 R 2
R EREEBREZ AFE
FTE - BERBEREZGRAF
BERI—EA| BEEEEN
ATE - BREZANFHAL
B2 —BBAS2H -

Share options granted on

Tz EE
11 June 2012 | 14 May 2008
—B——fF —EEN\EF
~A+—H A A+ImA
HK$0.2587T | HK$0.881/8 T
toE
HK$0.27#& 7T
HK$0.83#TT | HK$2.798 7T
HK$0.83#7T | HK$2.8187T
54% 40%
10 years 10 years
+% +4
4.82% 3%
1.13% 3.21%

EHPR IR TR IRE LR tE st &
(LA B i 2 hn 4 7 15 ) 4 7
HIFtE) BERAZAAN
BRI ARIOK R 2 TR &
B FAHREDNREBERE
BEE - IRAEIBRBAZSHR
RZBERH RN FEZEFE
RERTE

IR 2 1 B HE I S B A (1]
RIS RIF TS IR
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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 CODM for the purposes of resources
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.

o Sales of EP products and equipment: this segment
sells EP products and equipment to external
customers.

o EP construction engineering projects: this segment
undertakes EP construction engineering projects for
external customers.

o Provision of EP related professional services: this
segment provides EP related professional services to
external customers and for group companies.

o Manufacture of EP construction materials: this
segment manufactures and sells EP construction
materials to external customers, and the main
product is wood wool cement board.

a) Segment revenues, profit or loss, assets and
liabilities

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

Segment assets include all tangible 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 loans managed directly by the respective
segment.

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

30. HEREE

AREBZEABFSDEEEEX - B
B EHFAAMRFE - BT HER
BERIEERRAFEOAEEZE
FEEREANTERIERTR
ER—B AKBEZ5|ATIOER
2BV - WEBEAREN A

PHABRAT Z AT 28D #0 -

.« BARERRRBIWE : K5
BRINBES HERRER R
R -

o IRIRERIRE : o BRI
MEFRARERIEERER
E o

o RUERFMEBIEERS : LD
AR F RAKEE T A
AR HERRIBEEER

o BUARMREHEME : AR
ERASNATFHERRER
M TBEERBARKKE
R o

a) BB EZNREE - EE
JSE=Ri 1

FLET i 8P R R Bb ) 2 B
BRME  AEEZEFELE
REANRATEEERZAZ2
WOz RE  BEERARE -

DEEEREMBAEN KRS
BE(ReREERAMBAT
BEZRERIIN - 2BAME
BREEDEHE S R EMEN K
BB BEREENES
RITER o
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For the year ended 31 December 2013
BE-_T-—=F+-_A=+—HULEFE

30. SEGMENT REPORTING (Continued)

a) Segment revenues, profit or loss, assets and
liabilities (Continued)

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’
emoluments, auditors’ remuneration and other head
office or corporate administration costs.

In addition to receiving segment information
concerning adjusted EBITDA, the Group’s CODM
is provided with segment information concerning
revenue, 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.

30. PEBERE (#8)

a)

DRWA - BAHEE - BE
k&fE (&)

W REENEREZEDE
EAEZHEERREHR 2R -
IARFEA T HEZEDE
Bl EERTESEHEEE Y
SEDETZEDE - HEHE
R IHTFEEA o

BREHRD I EFO T ER
Ff@%ﬁ%EBITDAJ - B[R 8 &
ZARFAE - BIE - ERHE
HATR A - R [RS8
FREWA - i [FrE REE ]
BIRERDEE 2 REEIE -
BEZ [KFAEEBITDA] » &K
SB 2B TEIKREEBR
BRHE BB IELE— 2
B INEEH I R AZEED 2 B
© N H 48 EP sk A B 1T BUAK
z]g o

B U 2 B B 48 3 BEBITDAZ
DEERI  AEBZEREE
BREANERBEEEBA - T
E BERRAEBBNRIER
BN BEERNEZDEER -
’\*IEF'EJ%%E,Z&@%EMEMJ

BB AN A L UER Z (B 45 i
1B -
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For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

a) Segment revenues, profit or loss, assets and
liabilities (Continued)

Reportable segment revenue  RESNEZF4)
from external customers 285

Inter-segment revenue AHERA

Reportable seqment revenue T 2BRAHITA

Reportable segment BE= L]
proft(oss) &/ (58)
(adjusted EBITDA) (% 7EBITDA)

Depreciation and ERFEREH
amortisation for the year

o

Reportable segment assets A 2RAFEE

Additions to non-curent ~ ERIFE
segment assets during RN TEE
the year

30. F#BEWE (M)

a) AW BAREE > BEE
R&E (&)
Information regarding the Group’s reportable BET—=FRZT—Z=F
segments as provided to the Group’s CODM for the +_A=+—HLEFE #®HE
purposes of resources allocation and assessment b N = E s DN PN
of segment performance for the years ended 31 SEEREERARAREZ
December 2013 and 2012 is set out below: REE T 2R H EBE RS A
™
Sales of EP products EP construction Provision of EP related
and equipment engineering projects professional services Manufacture of
HERR RRER REER EP construction materials Total
ERRBSH I#%GH HRSRGH RERRREHH ait

2013 2012 2013 2012 2013 2012 2013 2012 2013 2012
Z8-Zf | CT-"F | I@-ZF | T--F | 2B-ZE | T F | IB-ZF | CT-CF | I8-ZF | TF
RMB’000 RVMB'000 | RMB’000 RMB'000 | RMB’000 RMB'000 | RMB'000 RMB'000 | RMB’000 RMB'000
ARBTR | ARETL | ABRTR | ARET | ABRTR | ARETT | ARRTR | AR¥TR | ARRTR | ARETR
541,888 402,969 39,101 6,008 4,005 1,602 2,986 199 587,980 410,838
- - - - 1,360 - - - 1,360 -
541,888 402,969 39,101 6,068 5,365 1,602 2,986 199 589,340 410,838
70,263 65,021 (7,424) (20,493) 932 188 (3,909) (335) 59,862 44,381
6,969 1,218 294 1,609 - - 12,594 16,936 19,857 19,663
292,94 345,210 153,107 158,593 5,927 3,172 422,875 360,503 874,850 867,478
1,944 692 - - - - 67,098 79,685 69,042 80,377
185,115 256,843 75,929 ALY 11,245 10,036 19,319 4,882 291,608 348,908

Reportable segment liabilies M 2BRABEE
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30. SEGMENT REPORTING (Continued)

b) Reconciliations of reportable segment revenues,
profit or loss, assets and liabilities

Revenue KA
Reportable segment revenue A 2WmH WA
Elimination of intra-group HiERERR S

transactions

30. F#BEWE (M)

AE2H D IWA ~ BFIHE
B -EEREEZHER

b)

Consolidated turnover REEERE
Profit i F

Reportable segment profit derived JREINEBEFH)
from external customers Al 235 505

Other revenue and other net E YA N E R
gain/(loss) WA (E18)

Depreciation and amortisation e K i

Finance costs BhE AN

Unallocated head office and AOBBRIT R ERT

corporate expenses

Consolidated loss before taxation  BREiAT4RE EE

Assets H|E
Reportable segment assets A2WMOEEE
Available-for-sale financial asset AtHESmEE
Unallocated head office and ADEETRTELE

corporate assets

Consolidated total assets REBEE
Liabilities fafE

Reportable segment liabilities A2MmoFEE

Tax payable FERTHRIR

Deferred tax liabilities FEEFIBEE

Unallocated head office and AOBBRERTEEE

corporate liabilities

Consolidated total liabilities EBARE

&

2013 2012
—E—Z=% —T——F
RMB’000 RMB’000
AR®TT ARBETTT
589,340 410,838
(1,360) -
587,980 410,838
59,862 44,381
4,733 93
(21,522) (22,723)
(976) (976)
(60,123) (48,041)
(18,026) (27,266)
874,850 867,478
9,000 9,000
642,079 727,682
1,525,929 1,604,160
291,608 348,908
3,389 9,094
14,930 13,272
50,105 47,615
360,032 418,889
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30. SEGMENT REPORTING (Continued)

b)

Reconciliations of reportable segment revenues,
profit or loss, assets and liabilities (Continued)

Information about major customers

Included in the total revenue arising from sales of
EP products and equipment for the year ended
31 December 2013 are revenue of approximately
RMB75,456,000 (2012: RMB67,549,000) arising
from sales to the Group’s largest customer. There
was only one external customer (2012: one
customer) contributed 10% or more of the Group’s
total revenue for the year ended 31 December 2013.

Geographical information

The following table sets out information about the
geographical location of (i) the Group’s revenue from
external customers and (i) the Group’s property,
plant and equipment and prepaid lease payments.
The geographical location of customers is based on
the location at which the services were provided or
the goods delivered. The geographical location of the
specified non-current assets is based on the physical
location of the asset, in the case of property, plant
and equipment, and prepaid lease payments.

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

30. F#BEWE (M)

b)

A2 IWA ~ BRI E
B -EEREBEZHR (B)

BEHLTEEFZEN

BT =F+_-A=1+—
BIEFE  FARKRER&K
HHEE 2 B RABIER B RA
EEZATPHEEZWALA
R #75,456,0000 (Z & — =
£ A R #67,549,0007T) °
Bz =F+_-_A=1+—
AIEFE B —ZINIFRF
—E——F: —R/EF) B
10%3k A _E FAREFERUA -

12 E R

TREHNAR()AEE KB
R P 2 WA KA & E 1)
X BELAREBALRENEE
NIEMEMR 2 ER - B
e R AR IR AR G &
B D o BME - BE MK
WhENEERIENS - X
FRBDEELZ FIEMRIZZE
EZERMEMEED -

Revenues from external Specified
customers non-current assets
REIMBERZBA BEFRDEE
2013 2012 2013 2012
—B-=f | T—f| ZB-=F| —T—=F%
RMB’000 RMB’000 RMB’000 RMB’000
AEBTRT | ARETT | ARBTR | ARETT
Hong Kong (place of domicile) & () - = 537 27
Mainland China LN 585,317 410,707 420,339 351,885
South Korea B 2,663 131 - =
587,980 410,838 420,876 351,912
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For the year ended 31 December 2013
HE_ZT-—=H6+_"A=1+—HILtEE

31. PLEDGE OF ASSETS

a)

d)

A bank deposit of a subsidiary of approximately
RMB10,000,000 as at 31 December 2013 (2012:
RMB16,000,000) was pledged to a bank to secure
a banking facility of approximately RMB7,758,000
(2012: RMB4,000,000) granted to this subsidiary.

A bank deposit of a subsidiary of approximately
RMB2,500,000 as at 31 December 2012 was
pledged to a bank as security in respect of the
banking facility granted to that subsidiary. Such
deposit was released by the bank during the year
ended 31 December 2013.

The Group’s building with carrying amount of
approximately RMB763,000 (2012: RMB801,800)
as at 31 December 2013 was pledged to a bank to
secure a bank loan of approximately RMB9,000,000
(2012: RMB9,000,000) granted to a subsidiary.

A bank deposit of a subsidiary of approximately
RMB616,000 (2012: Nil) as at 31 December 2013
was pledged to a bank as security in accordance
with a sale contract entered into between this
subsidiary and a customer.

31. REEH

a)

RZE—=F+=_A=+—
B —RHRBARZRITER
# A R #10,000,0007T (==&
— —F: AR ¥16,000,000
JT) BRI UEAZKMEB A
AERZIEBTRENARK
7,758,000 (ZF——4F : A
R#4,000,0007T) ZHER o

RZE——F+_A=+—
B —RHBARZIRITER
# A R 2 500,0007T & K ##
FRITIERZW B R R ERIR
TREZER - ZERERE
E-T—=F+=ZRA=+—8H
I\FFEERITRRR -

RZE—=F+=_A=+—
H A&EEREEENAARK
763,000 (ZZE —Z=F : A
K #801,8007t) 2 EFE K&
BT IRITUNER BEHARE
9,000,0007T (=& —=4F : A
R #9,000,0007T) 2 & F—HH
BB AR ZIBITERZIER -

RZE—=F+=_A=+—
B —HEBARZRITER
# AN R #616,000C (= T —
—FTor) BB TRITE
B—HERZIBARE—F
EFPEIHEAN HEM -
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32. RELATED PARTY TRANSACTIONS 32. FRAEAERS
a) During the years ended 31 December 2013 and a) BHE_ZT—=FK —F
2012, in addition to the transactions and balances +=A E+—EIJJ:¢F BR
disclosed elsewhere in these financial statements, Ei%ﬁﬁ%iﬁ Hth 30 Frik &
the Group also entered into the following material Z RGREFIN KNEETR
related party transactions: ETET?'J%KEF?@)\:U?
The Group
EME
Relationship with Nature of
Name of related party related party transaction 2013 2012
FREALER HEREALTZRE XHLE —Z-Zf —E-CF
RMB’000 RMB’000
AR®TT AREFT
BENESREE A company of which Receipt of
BB AR Mr. Jiang Quanlong, rental income
Wuxi Xin Wei High a director of the Company, ¥ & 4t A
Temperature Ceramics is also a director of its
Co., Ltd. holding company
ARAESERERE
TREZBRARZES 53 53
Yixing Silver Mile A company of which Payment of
HFEER Mr. Jiang Quanlong, rental expenses
a director of the Company, 3 (178 &5I%
is also a director of its
shareholder
ARAIEEBRELE
NREREZES - o)
Purchase of
leasehold lands
BEHEVMZELH (14,434) (1,682)
b) Remuneration for key management personnel of by AEBEXTEEBEABZE @ﬂ

the Group representing the amounts paid to the
Company’s directors as disclosed in note 8 is as
follows:

Short-term employee benefits HHEERET
Post-employment benefits BB AR T
Equity-settled share-based R A E R 1D 15 5K

payments

(BIKRE8PI R < [ T AR
EXEZ2EH) HIWT -

2013 2012
—E—-Z=fF —E-—F
RMB’000 RMB'000
AERTL ARBTT
2,037 1,970

28 32

479 613
2,544 2,615
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33. COMMITMENTS 33. *&if
(@) Capital commitments (@) EAREE
The Group The Company
*5E . /N
2013 2012 2013 2012
2= | % | ZB-ZF | =T _F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT | ARETT | AR®TRE | ARETT
Capital expenditure BBETIEEZE
contracted but not FTHEARR I B RE
provided for in the {ELB B BRI -
financial statements:
- in respect of the —-BEME -
acquisition of B R 3R
property, plant and
equipment 33,004 12,690 - -
- in respect of capital —A—HBAR
injection in a subsidiary BRAEE - 73,538 - 73,538
33,004 86,228 - 73,538

(b) Operating lease commitments

The Group as lessee

At the end of each reporting period, the Group and
the Company had operating lease commitments
for future minimum lease payments under non-
cancellable operating leases in respect of office

premises, factory premises and equipment which
due as follows:

fall

(b) REREERE

FREMEREREA

REREHR  AEERAR

AMMAEYE  THOYER
RERBETAHEEEHEM
ANARINRERERELZ
REHEAERRERDT -

The Group The Company
E3 L] b /N

2013 2012 2013 2012
2= | % | ZB-Zf | _T_F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT | ARETE | AR®TRE | ARETT

Within one year —FR 2,025 71 1,329 71

After one year but within —FRERFA

five years 447 13 447 13
2,472 84 1,776 84

Leases and rentals are negotiated and fixed for HOME2TRBERET

periods of three years. None of the leases includes

contingent rentals.

BEM=F HSEHEHEEFEAA

B -
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33. COMMITMENTS (Continued)

(b)

Operating lease commitments (Continued)

The Group as lessor

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

—FR
—FRERFER

Within one year
After one year but within five years

Included in the above is future minimum lease
payments receivable from HEHHEIESEEBRA
7], a related company, of approximately RMB230,000
(2012: RMB18,000) and the non-cancellable future
minimum lease payments receivables is as follows:

—FN
—FRIERFR

Within one year
After one year but within five years

The related company is a company of which Mr.
Jiang Quanlong, a director of the Company, is also a
director of its holding company.

The Company
The Company had no operating lease commitments
as a lessor as at 31 December 2013 and 2012.

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

33. i (&)

(b)

REHEERE (B)

FREAFSHEAA
AEBECEBP AT A AH
5 PR WOR R K & 1 3RET 32
B#

The Group
*EE

2013 2012
—E-=f —E—_F
RMB’000 RMB’000
AR®TT ARBTT
53 280
177 225
230 505

FPHRETRERAEBEOAR
#2380,0007T (=& — = & :
AR #18,0007T) 2 — & f &
AEIEST RS AMEESRA
AR R A (XA & e W B R T
A ESE R AR R R A E B Wk 3B
NN

The Group
*xEH

2013 2012
—E—=% —T——F
RMB’000 RMB’000
AR®FT ARETTT
53 18
177 -
230 18

MEAFRR—BARREEE
RERENASEZERARZE

=

F2F

RZE—=FR-ZT—Z-F+
ZHA=+—H8  XRARMERH
HABELEHEALE -
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HE_ZT-—=H6+_"A=1+—HILtEE

34. CONTINGENT LIABILITIES

The Group has provided product warranties to its
customers in respect of construction work completed
and certain of its EP products sold for a warranty period
ranging from 6 months to 2 years after project completion
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 crystallised warranty liabilities will not have a
material adverse effect on the overall financial position or
results of operations of the Group.

35. CAPITAL MANAGEMENT

The Group’s primary objectives when managing capital
are to safeguard the Group’s ability to continue as
a going concern, and to generate sufficient profit to
maintain growth and provide a satisfactory return to its
shareholders.

The management actively and regularly reviews and
manages its capital structure to maintain a balance
between the higher shareholder returns that might
be possible with higher levels of borrowings and the
advantages and security afforded by a sound capital
position, and makes adjustments to the capital structure
through the amount of dividend payment to shareholders
or raise new debt financing. No changes were made in the
objectives or policies during the year.

The management monitors the Group’s capital structure on
the basis of a net debt-to-equity ratio. For this purpose,
the Group defines net debt as total debt (which includes
interest-bearing loans and borrowings, trade and other
payables, and deposits received and receipts in advance
plus unaccrued proposed dividends minus cash and bank
balances).

34. HARRAR

35.

AEBRERIZEIRREE
ZETRRERREEPREHER
RE REHAHIREREHES
RERFAANBAEMFLE R
B AEETEREASHLHERE
BRI 2 2R TR ERE 2R
ER® - ARREFHERERE
CERSBRB TN A K ERREY
BRRAKEEREERERTHF
& .

BT

AEEEREAZHAEBEDRE
AEBRMEBRBEFBELERE
R URESRABF M IS
R EABRRIVAEZEH -

BIEEEGNERAHEARNRBELT
A REE  AERSBRRERE
ST A REFHBE < B {8 K P B
{2 B AN 5 2 of g R AR IR 2
RS F 1 - 3035 38 4 I UK 3 A%
BRETHEBRENE AREIE
HBEE - FR HEAZFERR
BERIEL IS -
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35. CAPITAL MANAGEMENT (Continued)

The net debt-to-equity ratio as at 31 December 2013 and

2012 was as follows:

Current liabilities:
Short-term bank loans
Trade and other payables
Deposits received and

receipts in advance

Total debt
Less: Cash and bank balances

Net debt

Total equity

Net debt-to-equity ratio

mEARE :
RHRTER

R E S RAMTE
BdRE RBRUR

mafk

W R RRITHA
BIEFE

gk

¢

ERLRFE

35. BFEH ()
RZE—=ZFR_F—-F+=H
=T —RAZEEEEFEAT

The Group The Company
F5E 527

2013 2012 2013 2012
2= —E—-F | ZB-= —E——F
RMB’000 RMB’000 RMB’000 RMB'000
AEBBTR | AR®TT | AR®FTR | ARETT
14,000 14,000 - -
175,985 173,852 63,451 4,690
151,728 208,671 - -
341,713 396,523 63,451 4,690
(571,326) (564,078) (3,671) (207)
(229,613) (167,555) 59,780 4,483
1,165,897 1,185,271 706,300 738,651
N/AFER N/ATEF 8.46% 0.61%

Neither the Company nor any of its subsidiaries are

subject to externally imposed capital requirements.

AR A) S AR EL B B BB S0
MERZ EARRERS
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36. FINANCIAL INSTRUMENTS

Exposure to credit, interest rate, liquidity and currency
risks arises in the normal course of the Group’s
business. These risks are limited by the Group’s financial
management policies and practices described below.

There has been no change to the types of the Group’s
exposure in respect of financial instruments or the manner
in which it manages and measures the risks.

a) Credit risk

As at 31 December 2013, the maximum exposure
to credit risk is represented by the carrying amount
of each financial asset in the consolidated statement
of financial position after deducting any impairment
allowance.

The Group’s credit risk is primarily attributable to
trade receivables, amounts due from related parties,
and other receivables which are disclosed elsewhere
in these financial statements. Management has a
credit policy in place and the exposures to these
credit risks are monitored on an ongoing basis.

In respect of trade receivables, individual credit
evaluations are performed on all customers requiring
credit over a certain amount. These evaluations focus
on the customer’s past history of making payments
when due and current ability to pay, and take into
account information specific to the customer as
well as pertaining to the economic environment in
which the customer operates. Trade receivables are
normally due within 60 days from the date of billing.
Normally, the Group does not obtain collateral from
its customers.

36. @MTR

AEBERTERPEAARES
ME.-RmHEeRE®EAR - A&
BEB T Xt e R B R R E
REEZFAR
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RZE—=FFZA=+-—
B BAHREEERRAEA
GAMBRARTEORMAE
2 SREE (4814 1
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rEBZEERRBREERAR
M—r,ﬁﬁ’z#&ﬁﬁfﬂz*ﬁfﬁ%ﬁ 22
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Iﬁ&ﬁﬁﬂﬁ% RIE - BIR[E DX
ETEEEEZ@IT%BZ C WA
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36. FINANCIAL INSTRUMENTS (Continued)

a)

Credit risk (Continued)

In respect of trade receivables, the Group’s exposure
to credit risk is influenced mainly by the individual
characteristics of each customer. Taking into account
the creditworthiness of the Group’s customers, the
credit risk measures and the historical levels of the
bad debts, the directors of the Company consider
that such concentration of credit risk would result
in significant credit default exposure to the Group.
At the end of the reporting period, 2.11% (2012:
12.16%) and 20.96% (2012: 23.55%) of trade
receivables due from the Group’s largest customer
and the five largest customers, respectively, arose
from the sales of EP products and equipment
segment.

Further quantitative disclosures in respect of the
Group’s exposure to credit risk arising from trade
receivables are set out in Note 18.

Amounts due from related parties are regularly
monitored by the Group and following actions are
taken to recover these balances in the case of any
risk of default.

The Company’s credit risk is primarily attributable to
amounts due from subsidiaries and other receivables.
The Company reviews the recoverable amounts of
individual debts at the end of each reporting period
to ensure that adequate impairment losses are made
for irrecoverable amounts.

The credit risk on liquid funds is limited because the
counterparties are banks with good reputation and
high credit ratings.

The credit risk associated with an advance to a
local government authority is low because the
counterparty is PRC local government. The carrying
amount of the amount advanced to the local
government authority amounted to approximately
RMB17,230,000 (2012: RMB97,230,000) (see note
18(e)).

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

36. &R TR ()

a)

FERE ()

REWEBESHFEMNS  A5H
ZEERREEZZEATLZ
BERIBE R Z - EEEAE
BEFPsEE FERRE
MR B A ZBEERKF - KAF
EZRA UEBESEHEERAR
SUHAEEBKEANEERRKR
Bk - RIEHIR - REHE
RIRE MR ZRED 32 BUK
SESARPRAREFE D5
HEWRE ZEF2A11% (=ZF
— Z 1 12.16%) 20.96%
(Z=—=%F :23.55%) °

FEAEEEEZERE SR
REXAZEERRZEZSMHE
WEEE NI FE1S ©

FEARRETT AR E AR
I B2 5= DA R AR SR B B AE T 4E R
B BREU T 51 17 Eh e (B 5% 5 4
Bk o

ARBIZEERRIEIERE
T 8 M5 B /B8 2 )R A K EL b e
WORIE « RARIR S HEHR
B ENEEZ T RE SR -
PARE (R 3 A AT W B RR 4F B
ERERE

nBEEERRER BB
HBORABRUEEEREEE
FHARHYIRTT -

BEEMEBRAIBFIRIEZ
FEERBAR - TEREH A
A E R AT o TR E BT
PRIz REEN A ARE
17,230,0007T (=T — 4 :
AR #97,230,0007T) (R M5
18(e)) ©
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36. FINANCIAL INSTRUMENTS (Continued)

b)

Interest rate risk

The Group’s cash flow interest rate risk and fair
value interest rate risks relate primarily to variable-
rates and fixed rates, respectively, of pledged bank
deposits, bank balances and short-term bank
loans. The Group’s normal policy is not to use
any derivative contracts to hedge its exposure to
interest rate risk. However, the management of the
Company will consider hedging significant interest
rate exposure should the need arises. The Group’s
interest rate profile as monitored by management is
set out in (i) below.

36. €M TR ()
b) R=E=b

AEEZHRERENERAR KR
NFEMERRERDHER
HIRRITER - RITEBRRE
HRITERZF BN EREE
MNEEH- —RME  ~%HE
ZBRIRBEAITESHOH
FREMEREE o MERBE A
RAEEEREEEHHTEX
MEERg  AEEREEEE
ERH)F R BEE TR T 3L() ©

i) Interest rate profile 0 FESE
The following table details the interest rate T 3R AN 5 B A 18 K
profile of the Group’s borrowings at the end of RS BAR A FI R BER o
the reporting period.
The Group FEEH
The Group
XEE
2013 2012
-2-= —E-CF
Effective Effective
interest rate interest rate
ERAE BEBRME
% RMB’000 % RMB’000
AR®TT ARET
Fixed rate borrowing BEEFEER
Bank loan-unsecured RITER — BIER 5.6% 5,000 7.2% 5,000
Variable rate borrowing R EIFIE &%
Bank loan-secured BTEHR — FER 6.00% - 6.56% —
7.80% 9,000 7.216% 9,000
Total borrowings BER 14,000 14,000
Fixed rate borrowings & F R A& TR
as a percentage of Rt
total borrowings BNtk 36% 36%

The Company has no significant interest rate
risk at the end of each reporting period.

ARARREREHRL
ERREANXRER
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36. FINANCIAL INSTRUMENTS (Continued)

b) Interest rate risk (Continued)

ii)

Sensitivity analysis

At 31 December 2013, it is estimated that
a general increase/decrease of 100 basis
points in interest rates, with all other variables
held constant, would increase/decrease the
Group’s loss after tax and decrease/increase
the Group’s retained profits by approximately
RMB4,214,100 (2012: RMB4,161,000). Other
components of equity would not be affected by
the changes in interest rates.

The sensitivity analysis above has been
determined assuming that the change in
interest rates had occurred at the end of the
reporting period and had been applied to the
exposure to interest rate risk for non-derivative
financial instruments in existence at that date.
The 100 basis point increase or decrease
represents management’s assessment of a
reasonably possible change in interest rates
over the period until the end of the next
reporting period. The analysis is performed on
the same basis for year 2012.

The Group’s fair value interest rate risk relates
primarily to fixed rate bank borrowings. The
directors of the Company consider the fair
value interest rate risk is insignificant to the
Group as most of them are short-term.

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

36. &R TR ()
b) FIEEME (&)

1)

BB DT

R-E—=F+_HA=+
—H: BEE EFA
HtmBHERFIE 2B
T FEREREH
T B&1001E & 2 & <

SEBRBEERRAE
SEZREBREFRD
N4 A R #4,214,000
T(ZE——F : ARK
4,161,0007T) ° #Ezm 2 E
HEBD HE e 52 F| R g

=71
ZRE
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36. FINANCIAL INSTRUMENTS (Continued)

c)

36. &R TR ()

Liquidity risk c) RBELEAR
Liquidity risk is the risk that the Group will encounter nBESRERIIIERNEERE
difficulty in meeting obligations associated with TEANR eI N E A
financial liabilities that are settled by delivering cash SREEAFINHzemAaE
or another financial asset as they fall due. The EBRBEIRENRR - A&
Group’s policy is to regularly monitor current and B EBRATEHEZEE A LA
expected liquidity requirements and its compliance B RBESHTKRHEETE
with lending covenants and to ensure that it REBZER  UERAEE
maintains sufficient reserves of cash and adequate HRTNIRSREEREERIR
committed lines of funding from banks to meet its THEERHEEHES - AER
liquidity requirements in the short and longer term. HEHRBRAZRDEST
The following table details the remaining contractual TERBFHIWAEERERRAZ
maturities at the end of the reporting period of ITEEMBERRER R
the Group’s and the Company’s non-derivative BRTNERHR - LTEREL
financial liabilities, which are based on contractual FrERBNIRIR &M (BHERIE
undiscounted cash flows (including interest payments BT E (KW ABZEF =
computed using contractual rates or, if floating, AIE R REBARNHIRITHER)
based on rates current at the end of the reporting FEZFBNR) RAEE K
period) and the earliest date the Group and the RABIAREANRZZFEH
Company can be required to pay. FHE o
2013 2012
—Z-c% —E-Cf
Contractual undiscounted Contractual undiscounted
cash flow cash flow
EHFRERBRARR BHFEREER 2R
Within 1 Within 1
year or year or
Carrying on demand Carrying  on demand
amount —EAH Total amount  —FRAH Total
REE EXE 1 REE ERdH 8%
RMB’000 RMB’000  RMB’000 RMB'000 RMB'000 RMB'000
ARBTR AR®TRT ARRTR | ARETT ARETT ARETR
The Group KM@
Short-term bank loans RHRTER
subject to a repayment (RBEREXERIER)
on demand clause 14,000 14,000 14,000 14,000 14,000 14,000
Trade and other payables R E 5 & EME 171,170 171,170 171,170 | 169,556 169,556 169,556
185,170 185,170 185,170 183,556 183,556 183,556
The Company b. XN |
Other payables HihEMFIE 63,451 63,451 63,451 4,690 4,690 4,690
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36. FINANCIAL INSTRUMENTS (Continued)

c)

Liquidity risk (Continued)

The following table summarises the maturity analysis
of bank loans with a repayment on demand clause
based on agreed scheduled repayments set out in
the loan agreements. The amounts include interest
payments computed using contractual rates. As a
result, these amounts are greater than the amounts
disclosed in the “on demand” time band in the above
maturity analysis. Taking into account of the Group’s
financial position, the directors of the Company
do not consider it is probable that the banks will
exercise their discretion to demand immediate
repayment. The directors of the Company believe
that these bank loans will be repaid in accordance
with the scheduled repayment dates set out in the
loan agreements.

The Group

At 31 December 2013 n-Ee—=%+"B=+—H
—FT——#+-A=+—H

At 31 December 2012 n=

The Group held cash and bank balances amounting to
approximately RMB571,326,000 as at 31 December
2013 (2012: RMB564,078,000), and the directors
of the Company consider that it is adequate for the
Group to manage its liquidity requirements in the
coming next twelve months from 31 December 2013.

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

36. &R TR ()
c) RBEZER ()

T RBU BB 12 B RAEE G
ZIRITEFRIBEE R R PTH
Z B EEFIERIEL < B B
D BHESRBREUEHHN
KA EZFEMAZK - Bt - &%
ZeHESNLEAZHB TR
[fRER ] BREEMKE
T KEBAEE 2B
o RRREFRRRIT TR
AR TTEERARERZE
B - XARAREFRE %F
RITER K ERBEE K
HEEERBHEER -

F5ME

Maturity analysis — Bank
loans subject to a repayment
on demand clause based on

scheduled repayments

B Ao - BRERNEGRZR

TER GRIEERAH)
Total
undiscounted
cash
outflows
KRS
BenERa
RMB’000
ARBTIT

Within 1 year

R—%R
RMB’000
ARBTT

14,820
14,950

14,820
14,950

REBR _-_TE—=ZF+=A
=t+—HFEEZ2RE KR
& %4 A R ®571,326,000
T(ZBE—ZF: AR%
564,078,0007T) ° " ARIES
RENEFH —T—=F+—
R=+—HBEsRK+=EA
NEABEBERBESTK -
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36. FINANCIAL INSTRUMENTS (Continued)

d)

Currency risk

The Group’ s is exposed to currency risk primarily
through sales and purchases that are denominated
in a currency other than the functional currency
of the operations to which they relate. The Group
currently does not have a foreign currency hedging
policy. However, the management monitors foreign
exchange exposure and will consider hedging
significant foreign currency exposure if necessary.

i)

36. &R TR ()

d E¥EK

AEBEY Rz EEREREERK
EEVE S I I 1PN
SN EBHECEER B
Z Ry o AN [E B AT E SN

BRI o AT

ERERE

ESNERRR U ERTERZE
B EAINERR

Exposure to currency risk ) EEREELE
The Company’'s exposure to currency risk is HRARRWEIN T —
insignificant as the Company did not have —ER_T——F+=A
material financial instruments that were =+ —HFEZWEEEK
denominated in a currency other than the LASN 2 E¥EEHE 2 ERBE
functional currency in which they measured BIER MARAEEZ
as at 31 December 2013 and 2012. BRI TAERX o
The following table details the Group’s and TRFINREERARAF]
the Company’s exposure at the end of each & S BAARE G §E
reporting period to currency risk arising from R B2 - A R R R T A
recognised assets and liabilities denominated ERCEHE e E
in a currency other than the functional LASNZ EHEEHE 2 B R
currency of the entity to which they relate. BERBEMESE - BiA
For presentation purposes, the amounts of 2HRENME - ZERAR
exposure are shown in RMB, translated using SEIIAARKRR - I
the spot rate at the end of the reporting VAR & BAR 2 BIER A R4
period. H o
The Group
5E
2013 2012
—E2-=f “T-CF
HK$’000 USD’000 HK$'000 USD’'000
THT TET FHAT TET

Cash and bank balances B4 RiR1T4H - 3,640 8,319 =
Overall exposure HERR - 3,640 8,319 =
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36. FINANCIAL INSTRUMENTS (Continued)

d) Currency risk (Continued)

ii)

Sensitivity analysis

The following table indicates the approximate
change in the Group’ s loss after tax for the
year and retained profits and other components
of equity in response to reasonably possible
changes in the foreign exchange rates to which
the Group has significant exposure at the end
of the reporting period.

B B R AR Y

For the year ended 31 December 2013
BE-_T-—=F+_A=1+—HLEFE

36. &R TR ()
d E¥ER (&)

2013
%=
Increase/
(decrease) Effect on other
in foreign Effect on Effecton  components of
exchange rates loss after tax retained profits equity
SRESE  HRREEN HREAN  HEGKM
#m/ (&%) 4 3 ] K8 BAEE
RMB’000 RMB’000 RMB’000
AERTR AERTR  ARRTR
The Group  #%E
HK$ BT 1% - - -
(1%) - - -
UsD eI 1% (27) 2 -
(1%) 2 (27) -

The Company has no significant currency risk at
the end of each reporting period.

The sensitivity analysis above has been
determined assuming that the change in foreign
exchange rate had occurred at the end of the
reporting period and had been applied to the
Group’s exposure to currency risk for financial
instruments in existence at that date. The stated
changes represent management’s assessment
of reasonably possible changes in foreign
exchanges rates over the period until the end
of the next reporting period. The analysis is
performed on the same basis for year 2012.

In the management’s opinion, the sensitivity
analysis is unrepresentative of the inherent
foreign exchange risk as the year-end exposure
does not affect the exposure during the year.

1)

Increase/
(decrease)

in foreign
exchange rates
SBER
i/ (%4)

loss after tax
sy

BB DT

TRETRBEEHRAE
SBZFARBRRER
R AR B M| e #E 2 HL ftb
BREAEERBKREK
[ f 2 FE R & 72 7] g
BT ZHNE -

2012
“E-CF

Effect on other

Effecton  components of
retained profits equity
HRREA B
L¥E  BhcyE
RMB'000 RMB'000
AEBTT  ARETR

Effect on

208
RMB'000
NEBTR

(62) 82 -
62 (62) -

REREHR AR F
WEmEXE KRR

A EBREE DT ERRK
RIMNEERZEFHELER
REHKR BEARA
SERLEXRFENT R
TAFEHEBENERR
e FHEHETEERE
HEETEREHRLE
HENIEEXRSERE
AEERM BB MG =
T —FONDNRIAME
[l H) B AEHETT

EHERR BEED
RERKE A Z N

EXRER THERFE
B B AR EF AR

LA
a0
ZoN

o
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36. FINANCIAL INSTRUMENTS (Continued)

e)

Estimation of fair values

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

i) Liquid or/and short-term assets and liabilities

For financial assets and financial liabilities
that are liquid or having a short-term maturity,
it is assumed that the carrying amounts
approximate their fair values. The assumption
is applied to trade and other receivables, trade
and other payables, pledged bank deposits,
short-term bank loans and bank balances
without a specific maturity.

37. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY

a)

Key sources of estimation uncertainty

In the application of the Group’s accounting policies,
which are described in note 2, the directors of
the Company are required to make judgements,
estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and
associated assumptions are based on historical
experience and other factors that are considered
to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumption are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in
which the estimate is revised if the revision affects
only that period, or in the period of the revision and
future periods if revision affects both current and
future period.
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37. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

a) Key sources of estimation uncertainty (Continued)

i)

Impairment of non-financial assets

The Group assesses whether there are any
indicators of impairment for all non-financial
assets at the end of each reporting period. An
impairment exists when the carrying value of
an asset or a cash-generating unit exceeds its
recoverable amount, which is the higher of its
fair value less costs of disposal and its value in
use. The calculation of the fair value less costs
of disposal is based on available data from
binding sales transactions in an arm’s length
transaction of similar assets or observable
market prices less incremental costs for
disposing of the asset. When value in use
calculations are undertaken, management must
estimate the expected future cash flows from
the asset or cash-generating unit and choose a
suitable discount rate in order to calculate the
present value of those cash flows. During the
year, no impairment loss of non-financial assets
was recognised. As at 31 December 2013,
the total amount of the Group’s non-financial
assets (including prepaid lease payments, and
property, plant and equipment) is approximately
RMB422,054,000 (2012: RMB352,790,000).

Net realisable value of inventories

Net realisable value of inventories is the
estimated selling price in the ordinary course of
business, less estimated costs of completion
and the estimated costs necessary to make the
sale. These estimates are based on the current
market conditions and the historical experience
of manufacturing and selling products of similar
nature. Management will reassess the estimates
at the end of each reporting period. Carrying
amount of inventories as at 31 December 2013
are approximately RMB97,365,000 (2012:
RMB178,896,000).

B B R AR Y

For the year ended 31 December 2013
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37. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

a) Key sources of estimation uncertainty (Continued)

iii)

Trade and other receivables

The Group’s management determines the
provision for impairment of trade and other
receivables. This estimate is based on the
credit history of its customers and the current
market conditions. Management reassesses the
provision at the end of each reporting period.
The carrying amount of the Group’s trade and
other receivables as at 31 December 2013
is approximately RMB415,568,000 (2012:
RMB480,896,000).

Construction contracts

As explained in policy notes 2(i) and
(2)(q)(ii), revenue and profit recognition on an
incompleted project is dependent on estimating
the total outcome of the construction contract,
as well as the work done to date. Based on
the Group’s recent experience and the nature
of the construction activities undertaken by the
Group, the Group makes estimates of the point
at which it considers the work is sufficiently
advanced such that the costs to complete and
revenue can be reliably estimated. As a result,
until this point is reached the amounts due
from customers for contract work as disclosed
in note 25 will not include profit which the
Group may eventually realise from the work
done to date. In addition, actual outcomes in
terms of total cost or revenue may be higher
or lower than that estimated at the end of
the reporting period, which would affect the
revenue and profit recognised in future years
as an adjustment to the amounts recorded to
date.
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37. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

a) Key sources of estimation uncertainty (Continued)

v)

Warranty provisions

As explained in note 34, the Group does not
make provision for product warranties it gives
on sales of its EP products and provision of EP
construction engineering projects, taking into
account the Group’s recent claim experience
as the Group has also received warranties
in respect of those construction work and
equipment supplied from its sub-contractors
and suppliers. It is not indicative of future
claims that it will receive in respect of past
sales.

b)  Critical accounting judgements in applying the
Group’s accounting policies

In the process of applying the Group’s accounting
policies, management has made the following
accounting judgements:

i)

Useful lives of property, plant and equipment

The Group estimates the useful lives of
property, plant and equipment in order to
determine the amount of depreciation expenses
to be recorded. The useful lives are estimated
at the time an asset is acquired based on
historical experience, the expected usage,
wear and tear of the asset, as well as technical
obsolescence arising from changes in the
market demands or service output of the asset.
The Group also performs annual reviews on
whether the assumptions made on useful lives
continued to be valid.

B B R AR Y

For the year ended 31 December 2013
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37. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

b)  Critical accounting judgements in applying the
Group’s accounting policies (Continued)

ii)

iii)

iv)

Impairment on property, plant and equipment
and prepaid lease payments

The Group assesses annually whether property,
plant and equipment and prepaid lease
payments have any indication of impairment.
The recoverable amounts of property, plant
and equipment and prepaid lease payments
have been determined based on value in use
calculations. These calculations require the use
of judgements and estimates.

Income taxes

Determining income tax provisions involves
judgement of the future tax treatment of certain
transactions and the interpretation of tax
rules. The Group carefully evaluates the tax
implications of transactions and tax provisions
are set up accordingly. The tax treatment of
such transactions is reconsidered periodically to
take into account all changes in tax legislation.

Withholding tax on the distributable profits of
the Company’s PRC subsidiaries

On 16 March 2007, National People’s Congress
approved the New EIT Laws which was
effective from 1 January 2008. According to
the relevant regulations of the New EIT Laws,
when a foreign investment enterprise distributes
dividends out of the profits earned from 1
January 2008 onwards to its foreign investors,
they are subject to the PRC Enterprise Income
Tax. The applicable income tax rate varies with
the origin of the overseas investors.
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37. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

b)  Critical accounting judgements in applying the
Group’s accounting policies (Continued)

iv)  Withholding tax on the distributable profits of
the Company’s PRC subsidiaries (Continued)

The Group has made provision for withholding
tax on dividends expected to be remitted from
the subsidiaries established in the PRC, based
on the Group’s general dividend policy for the
profits generated by these subsidiaries after 1
January 2008. The Group provided withholding
tax for such undistributed profits as deferred
tax liabilities. The directors of the Company will
regularly review the dividend distribution policy
of these subsidiaries from time to time.

38. IMMEDIATE AND ULTIMATE CONTROLLING
PARTY

The directors of the Company consider the immediate
and ultimate controlling party of the Group to be Praise
Fortune Limited, which was incorporated in the British
Virgin Islands. This entity does not produce financial
statements available for public use.

37.

38.
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39. POSSIBLE IMPACT OF NEW AND REVISED
HKFRSs ISSUED BUT NOT YET EFFECTIVE
FOR THE YEAR ENDED 31 DECEMBER 2013

Up to the date of issuance of these financial statements,
the HKICPA has issued a number of amendments and new
standards which are not yet effective for the year ended
31 December 2013 and which have not been adopted in
these financial statements. These include the following
which may be relevant to the Group.

Amendments to
HKFRSs

Annual improvements to
HKFRSs 2010-2012 cycle*

Amendments to
HKFRSs

Annual improvements to
HKFRSs 2011-2013 cycle?

Amendments to
HKFRS 9 and
HKFRS 7

Amendments to
HKFRS 10,
HKFRS 12 and
HKAS 27

Amendments to
HKAS 19

Amendments to
HKAS 32

Amendments to

HKAS 36

Amendments to
HKAS 39

HKFRS 9

HKFRS 14

HK(FRIC*) -

INT 21

Mandatory effective date
of HKFRS 9 and transition
disclosures®

Investment entities’

Defined benefit plans:
Employee contributions?

Offsetting financial assets
and financial liabilities’

Recoverable amount
disclosures for
non-financial assets'

Novation of derivatives
and continuation of
hedge accounting'

Financial instruments®

Regulatory deferral

accounts®

Levies!
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39. POSSIBLE IMPACT OF NEW AND REVISED
HKFRSs ISSUED BUT NOT YET EFFECTIVE
FOR THE YEAR ENDED 31 DECEMBER 2013
(Continued)

1 Effective for annual periods beginning on or after 1 January
2014.

2 Effective for annual periods beginning on or after 1 July 2014.

8 Available for application — the mandatory effective date will be
determined when the outstanding phases of HKFRS 9 are finalised.

4 Effective for annual periods beginning on or after 1 July 2014,
with limited exceptions.

5 Effective for first annual HKFRS financial statements beginning
on or after 1 January 2016.

* IFRIC represents the IFRS Interpretations Committee.

The Group is in the process of making an assessment
of what the impact of these new and revised HKFRSs is
expected to be in the period of initial application. So far
it has concluded that the adoption of them is unlikely to
have a significant impact on these financial statements.

39.
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Financial Summary

MBRE

The following is a summary of the consolidated results and the
consolidated assets and liabilities of the Group for the last five

financial years.

CONSOLIDATED RESULTS

Turnover

(Loss)/profit before taxation
Income tax expenses

(Loss)/profit for the year

EXE

FRBEAT (B4R, H R
BB

FE (BR),/ 8

TERRAEEBERBAMBFREZHFEE
B EERAERE

For the year ended 31 December

BE+-RA=+—RHL%FE

CONSOLIDATED ASSETS AND LIABILITIES

Total non-current assets
Total current assets

Total assets
Total liabilities

Net assets

152

FRBEERE
REBEERE

BERE
RIEEE

HIBEA

BERE

2013 2012 2011 2010 2009
2= | ZFT——F —T——F ZT-TF ZTTNE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®TRE | ARET T AREBTT ARETT ARETR
587,980 410,838 476,026 646,708 608,972
(18,026) (27,266) 19,986 110,654 125,143
(3,371) (5,984) (11,162) (35,999) (37,385)
(21,397) (83,250) 8,824 74,655 87,758

FEEENRAR

As at 31 December

®+=-R=+—H
2013 2012 2011 2010 2009
E2-Zf | T ZT——F ZZ-TF ZTTNF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®TTE | A\RETT ARETRT ARETT ARETR
429,876 360,912 301,690 189,307 61,546
1,096,053 | 1,243,248 1,214,246 1,253,725 1,344,862
1,525,929 | 1,604,160 1,515,936 1,443,032 1,406,408
(360,032)| (418,889)  (301,462)  (237,207)  (246,581)
1,165,897 | 1,185,271 1,214,474 1,205,825 1,159,827
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