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To Our Shareholders,

On behalf of the Board (the “Board”) of Directors (the “Directors”),
| am pleased to present the unaudited interim report of Pan Asia
Environmental Protection Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) for the six
months ended 30 June 2014.

Pollution has again become a focus of attention after the Central
Government (the “Central Government”) of the People’s Republic
of China (the “PRC”) launched the Twelfth Five-Year Plan, which
assigns boosting energy-saving efforts and emissions reduction as
a key to advance sustainable economic development. Under the
“2014-2015 Action Plans for Energy Saving, Emissions Reduction
and Low Carbon Development” published by the General Office
of State Council, energy consumption per unit of Gross Domestic
Product (“GDP”), chemical oxygen demand, emission of carbon
dioxide, ammonia nitrogen and nitrogen oxides are mandated to
drop 2% to 5% in 2014 and 2015 and carbon dioxide emissions per
unit of GDP shall drop 4% and 3.5% or above respectively in these
two years. Regarding waste water treatment, hydrofluorocarbons
emissions management is to be enhanced and the destruction
and replacement of hydrofluorocarbons is also to be accelerated,
SO as to reduce carbon dioxide emissions by 280 million tonnes.
In addition, measures to prevent pollution of underground water
is also to be improved. Polluted water is to be banned for use
in irrigation. Control over pollutants emissions in key industries
such as paper making and printing and dyeing industries is to be
restricted as well.

The Chinese property market has been continuously developing
under the rigid demand for residential properties. Growth of
domestic economy began to pick up in the first half of 2014, thus
further stimulated market demand for different types of residential
properties. A strong demand for residential properties can boost
consumer spending and the expansion of the construction materials
industry. As new environmental construction materials comply with
the national policies promoting energy saving and green building
compared to traditional materials, the policy determination for
boosting energy saving, environmental protection (“EP”) and
redevelopment undoubtedly provides enormous opportunities for
EP enterprises.
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Chairman’s Statement

Riding on its rich experience and thorough understanding of the
EP industry, the Group has further consolidated its position as
an integrated EP services and eco-friendly construction materials
provider during the period. The Group speeded up the development
of its various businesses and achieved notable results. While these
efforts have been a success to date, the Group will continue
to seize the strong development potential in this industry and
further enhance its profitability with the further development of
its innovative Wood Wool Cement Board (“WWCB”) business and
water and flue gas treatment business.

FINANCIAL REVIEW

For the six months ended 30 June 2014, the Group achieved
a turnover of RMB219.4 million, an increase of 21.9% when
compared with the same period last year (six months ended 30
June 2013: RMB180.0 million). Gross profit during the period was
RMB64.4 million (six months ended 30 June 2013: RMB4.5 million)
and gross profit margin was 29.3% (six months ended 30 June
2013: 2.5%). The increases in turnover and overall gross profit
were due to the substantial growth in revenue from the WWCB
business and an improvement in the gross profit margins of sales
of EP products and equipment. Profit attributable to owners of the
Company was approximately RMB30.8 million (six months ended
30 June 2013: loss of RMB29.9 million). Basic earnings per share
was RMB3.85 cents (six months ended 30 June 2013: basic loss
per share RMB3.74 cents).

INTERIM DIVIDEND

The Board did not recommend the payment of an interim dividend
for the six months ended 30 June 2014 (six months ended 30 June
2013: Nil), as the capital will be reserved for the development of
the Group’s different business operations, in particular, the WWCB
business which offers enormous market potential.

—E—FERERE
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PROSPECTS

Eco-friendly construction materials business — a new
growth driver to facilitate the Group’s development

The Central Government is actively promoting reduction of
carbon dioxide emissions by assigning the construction of green
buildings as a key area to save energy and reduce carbon dioxide
emissions, which increased the number of green buildings built.
The construction of government-funded charitable buildings, large
public buildings and affordable housing in all municipalities, target
cities and provinces have to adopt green building standards. By
2015, 20% of new buildings in cities are to adopt green building
standards, representing a floor area of 300 million m?.

As the Central Government has been advocating environmentally
sustainable construction approach, market players are now aware
of the benefits of WWCB. Therefore, the Group finds the WWCB
market even more promising. The Group expects that this segment
will generate a bigger contribution to its revenue and will become
its growth engine. The Group targets to increase the proportion of
income from WWCB segment to more than 50% of the total income
within the next two to three years, making it the key revenue source
for the Group.

With the rolling out of the national standards for WWCB
construction and inspection in October 2014, architectural design
institutes will design projects based on these standards. The
market recognition of WWCB will increase and the application of
WWCB will become more popular. WWCB is widely used because
of its heat preservation, non-flammable, sound-proof, moisture-
proof, mould-proof and insect repellant properties and it does not
contain formaldehyde or any other volatile organic compounds.
In addition to selling WWCB as construction materials, the Group
plans to promote it as noise barriers along highways or high speed
train rails.
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As for marketing strategy, the Group will enhance regional
cooperation with strategic partners. They include wholesalers or
end-users who utilize WWCB in their own construction projects.
At the same time, the Group will directly sell WWCB within specific
application areas and geographical regions. It will continue to
optimise its productivity and sales network in response to market
demand and promote this eco-friendly material which have earned
reputation and recognition oversea for its superior quality to the
market.

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

To deal with the highly publicised serious smog issue and to
protect the environment, the Central Government has decided
to accelerate the implementation of energy saving and reduction
of carbon dioxide emissions through a series of key projects.
Noteworthy among these include construction of desulphurisation
and denitrification projects, denitrification transformation of 3
TeraWatt hours (“TWh”) coal-fired units, dismantling 2.5 TWh of flue
and gas bypass of coal-fired units, installation of desulphurisation
facilities for 40,000 m? steel sintering machines and 600 million
tonnes of cement clinker in new model cement production lines,
as well as addition of more than 2.3 million tonnes and 2.6 million
tonnes of new capacity for reduction of carbon dioxide and
nitrogen oxide emissions respectively by end of 2015.

Spurred in part by the strongly supportive national policies,
domestic demand for EP industries is expected to increase
further. The Group’s participation in desulphurisation projects for
coal-fired power plants and large non-ferrous metals factories
are to be confirmed in the second half of the year. On top of the
desulphurisation projects, the Group will undertake the dedusting
projects from coal-fired power plants and the demand from related
projects is expected to increase continuously.

Currently, the Group has 64 uncompleted water and flue gas
treatment contracts with a total value of RMB596.2 million on
hand. Looking ahead, the Group will focus on the EP construction
engineering business for large industrial sewage and flue gas
treatment projects, so as to increase its income stream and
generate a stable cashflow.

—E—FERERE
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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 period under review. | would
also wish to thank all of our shareholders, investors, customers,
suppliers and business partners for their solid support. This
support has enabled us to steadily grow our current business and
expand into the new EP construction material business. | wish to
extend my appreciation to all of you and let you know that we will
continue to strive our utmost to achieve notable growth.

JIANG Quanlong
Chairman

Hong Kong, 22 August 2014
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BUSINESS REVIEW

As an integrated 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. To further develop its EP-related
businesses with particularly high growth potential and broaden its
income stream, the Group has actively promoted WWCB in the
domestic market while still maintaining its focus on the sales of
water and flue gas treatment products and equipment in order to
generate stable income.

SALES OF EP PRODUCTS AND EQUIPMENT

Sales of EP products and equipment remained the largest income
contributor of the Group. This segment recorded a turnover of
RMB162.3 million, accounting for approximately 74.0% of the
Group’s total turnover. Gross profit margin has been improved to
22.6% because the Group focuses on EP projects in industrial
sectors which have a higher profit margin.

Sales of Water Treatment Products and Equipment

During the period under review, the water treatment business
generated a turnover of approximately RMB162.3 million,
accounting for around 74.0% of total turnover. The Group
completed 24 water treatment-related sales contracts during
the period while the water treatment business was still the main
focus of its contracts on hand and the construction sites span
across China. After the Central Government announced strict
water treatment standards for the coal chemical industry which
traditionally utilises substantial water volumes, the Group has
expanded into this new segment. Its first coal chemical water
treatment project has been kicked off in Shanxi. Other new projects
have also kick started.
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Sales of Flue Gas Treatment Products and Equipment

The Group mainly provides flue gas desulphurisation (“FGD”) and
denitrification services to clients engaged in non-ferrous metals,
power generation, iron and steel, cement and glass industries.
During the period under review, the Group completed several
projects related to sales of flue gas treatment equipment. However,
since final acceptance of these projects will be confirmed in the
second half of the year, revenue generated from these projects will
be reflected in the second half of 2014.

EP CONSTRUCTION ENGINEERING PROJECTS

The Group also provides one-stop EP solutions to many clients by
leveraging its extensive industry expertise, professional research
and development 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 RMB1.6 million
during the period under review.

PROVISION OF EP-RELATED PROFESSIONAL
SERVICES

The Group, through its subsidiary, the 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 period under review, the segment recorded a turnover
of approximately RMBO0.9 million, accounting for approximately
0.4% of the Group’s total turnover.

MANUFACTURE OF EP CONSTRUCTION
MATERIALS

In view of the huge opportunities in the EP construction materials
industry, the Group introduced six EP wallboard production lines,
each with an annual capacity of approximately 140,000 m?, from
the Netherlands for the manufacture of WWCB and large wall
components. This segment recorded a turnover of approximately
RMB54.5 million, accounting for approximately 24.9% of the
Group’s total turnover.
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Among the six production lines, five are standard lines that produce
WWCB of thickness varying from 10mm to 100mm. The other is
the most advanced and is a fully automated large wall components
production line which can manufacture wall components with
dimensions of 3m (height), 6m (width), 15-40cm (thickness) which
can be directly installed. Three production lines have commenced
operation as at the end of June 2014 and testing of the remaining
three production lines will be carried out in September 2014. These
three production lines are scheduled to commence operation
by the end of 2014. With the operation of the new production
lines, the Group’s workflow will be optimized and the production
efficiency will improve.

During the period, the Group was dedicated to market
development. Apart from orders for WWCB building panels and
acoustic boards, the Group has secured its first order for its
large wall components. It is a collaboration project by the Group
and Longyuan Construction Group Co. Ltd. which is principally
engaged in the construction business. The Group will provide
prefabricated external wall to a residential district in Inner Mongolia.
The first phase of the project has already commenced construction
in mid 2014, with a floor area of approximately 200,000 m?. The
wall installation is expected to begin in the third quarter of 2014.
The second phase of the project is to commence within the year,
immediately after the completion of the first phase. The project,
with a gross floor area of approximately 500,000 m?, is expected
to contribute promising income.

In terms of geographical markets, in addition to domestic sales,
the Group has also recorded monthly regular sales to South Korea
and received orders from Bhutan and other Southeast Asian
countries. Besides, the Group has set up a team in Hong Kong to
speed up sales and promotion of its products to the Hong Kong
and overseas markets.
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LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2014, total assets of the Group amounted to
RMB1,773.2 million, an increase of RMB247.3 million as compared
with RMB1,525.9 million as at 31 December 2013. The increase
was mainly due to increased inventory and cash and bank balances
of the Group. The Group’s total liabilities as at 30 June 2014
amounted to RMB577.1 million, an increase of RMB217.1 million
as compared with RMB360.0 million as at 31 December 20183.
The main reason for this increase in total liabilities was due to the
increase in trade and other payables, as well as the increase in
deposits received and receipts in advance. The Group’s total equity
as at 30 June 2014 was RMB1,196.2 million (31 December 2013:
RMB1,165.9 million). The Group had unpaid bank borrowings
of RMB14.0 million as at 30 June 2014 (31 December 2013:
RMB14.0 million) and the equity ratio calculated by dividing
interest-bearing loans and other borrowings by total equity as at
30 June 2014 was 1.2% (31 December 2013: 1.2%). The Group’s
cash and cash equivalents amounted to RMB710.7 million as at
30 June 2014 (31 December 2013: RMB571.3 million).

EXPOSURE TO FLUCTUATION IN FOREIGN
EXCHANGE RATES

Business transactions and liabilities of the Group are largely
denominated in Renminbi and Hong Kong Dollars. The Group
adopts a conservative financial policy and the majority of its
bank deposits are in Renminbi and Hong Kong Dollars. As at 30
June 2014, 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 30 June 2014, the Group did not hold any derivatives for
hedging against both the interest rate and foreign exchange risks.
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CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 June 2014, the Group had a capital expenditure
commitment in respect of the acquisition of property, plant and
equipment totalling RMB16.2 million (31 December 2013: RMB33.0
million). The Group provides product maintenance services 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 30 June 2014, 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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MODEL CODE FOR SECURITIES TRANSACTIONS

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

Specific enquiry has been made to all the Directors and the
Directors have confirmed that they have complied with the
Company’s Securities Dealing Code and the Model Code
throughout the six months ended 30 June 2014.

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 possess 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.

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

As at 30 June 2014, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFQ”)) as recorded in the register
maintained by the Company pursuant to section 352 of the SFO,
or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code were as follows:
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Professor Wang Guozhen

Beneficial interest

(a) REATRGREERG 2EE (a) Interests in shares and underlying shares of the
Company
HEBITRAE
BRASTEIR ZBREDL
(FBRAE) Approximate
BEERGOHE Equity percentage
EEpH RERME Number of derivatives of issued
Name of Director Nature of interest shares held (share option) share capital
(Hizt1) (Hizt1k4)
(Note 1) (Notes 1 and 4)
BRELE REHEEER 550,000,000 (L) 68.75%
Mr. Jiang Quanlong Interest of controlled (Hizz2)
corporation (Note 2)
o 30,000,000 (L) 3.75%
Beneficial interest
Eags 400,000 (L) 0.05%
Beneficial interest
BEAE REFEE R 550,000,000 (L) 68.75%
Mr. Jiang Lei Interest of controlled (Bf723)
corporation (Note 3)
Eags 400,000 (L) 0.05%
Beneficial interest
BHELE EniEn 5,000,000 (L) 0.63%
Mr. Fan Yajun Beneficial interest
R A -y 4 1,000,000 (L) 0.13%
Mr. Lai Wing Lee Beneficial interest
R BEags 1,000,000 (L) 0.13%
Mr. Leung Shu Sun, Sunny  Beneficial interest
IR HE Ry 3 1,000,000 (L) 0.13%

—Z—ERGHHE
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(b) RARDFEEEERG 2 ER (b)

Interests in shares of the associated corporation of
the Company

1L AR £
2RITRA
ZBHABES
Approximate
percentage
of the issued

B EE RS BEERGEE share capital
Name of Number of of the
= o EEME associated shares associated
Name of Director Nature of Interest corporation interested corporation
(#tat1)
(Note 1)
BRELE BB Praise Fortune 1 (L) 0.16%
Mr. Jiang Quanlong Interest of spouse Limited
BatE =Ry Fa Praise Fortune 300 (L) 49.92%
Mr. Jiang Lei Beneficial interest Limited
FiEE - Notes:

1. FEILIRKREERRG,HERH
2R -

2. #%%550,000,0000% %1% LAPraise Fortune
LimitedZ? Z&ERWHEERHES °
¥ R #e 4 JyPraise Fortune Limited
2H—EE  FREESFRAE K
%18 A B Praise Fortune Limitedff
HEZBR/RMD 2= -

3. #%5550,000,0008% %1% LAPraise Fortune
Limited? B &SR W HEESHES °
Praise Fortune Limitedi® —Z — Q4 /<
A=THzZEBETRHOBEROIKRE
IREE1ETTZ BRD - #& 5 5T £ Praise
Fortune Limited# 53008% % 17 (BN 49
49.92%) - IRIEFH KB RO - &&=
S AW AR A Praise Fortune LimitedFfr
FAEZHRGN 2 o

4. ZEEDBEARRNEBRES (R
Bafr A A) &R AT S K H 48
Rl BRARFBHEN T XER
HEFTE -

fr bt TSN BE_T—MENA=T
B BARAEMNEEIKZEITRARMR
o BEEEFIRHTRABRARAHE
EAREEE (& REFRPEHRDIEXV
BB 2 ARt - RN RESFTEEE

IR IIAE ©

Pan Asia Environmental Protection Group Limited
2 BRIREE AR AR

e

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

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.

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 30 June 2014
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 all the shares held by Praise Fortune
Limited under the SFO.

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 30 June 2014, 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).
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BZFBREEHE_T-—NFA=TH

WEREA 2 EEHEFIMT

R AE
BE Date of
Directors Grant
BRELE 14/5/2008
Mr. Jiang Quanlong
BarAE 14/5/2008
Mr. Jiang Lei
BRELAE 14/5/2008
Mr. Fan Yajun

11/6/2012
HREE (M) 14/5/2008
Mr. Gan Yi (Note)

11/6/2012
R4 14/5/2008
Mr. Lai Wing Lee

11/6/2012
AL 14/5/2008
Mr. Leung Shu Sun, Sunny

11/6/2012
TEVHE 14/5/2008
Professor Wang Guozhen

11/6/2012
REEGHESR 14/5/2008
Continuous contract

employees

11/6/2012
@zt
Total

ST
T8
Exercise
Price
per
share
BT
HKD

2.81
2.81

2.81
0.83

2.81
0.83

2.81
0.83

2.81
0.83

2.81
0.83

2.81

0.83

B R 5

SHARE OPTION SCHEME
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Other Information

The Company adopted a share option scheme (the “Share
Option Scheme”), details of which are set out in Note 13 to the
unaudited condensed consolidated interim financial statements.
Details of the share options granted under the Share Option
Scheme and their movements during the six months ended

30 June 2014 were as follows:

bl i
Vesting
Period

14/5/2008 to
13/5/2009

14/5/2008 to
13/5/2009

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 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 to
10/6/2013

14/5/2008 to
13/5/2009

11/6/2012 to
10/6/2013

A
Exercise
Period

14/5/2009 to
13/5/2018

14/5/2009 to
13/5/2018

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

14/5/2009 to
13/56/2018
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

BREHA
Number of Share Options
RER
BT,/
R g/ R
—g-mE B4R —2-MEF
—-A—8 REA  Exercised/ AA=TH
i B#&H  Cancelled/ ZiEeh
Balance Granted Lapsed Balance
as at during during as at
1/1/2014  the period the period  30/6/2014
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 3 - 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 - (2,000,000) 8,800,000
10,000,000 - - 10,000,000
30,000,000 — - 30,000,000
40,000,000 - - 40,000,000
50,800,000 - (2,000,000) 48,800,000
—T—UEh RS
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HRELEN2014FE5 A7THBHEARRTIITES
BREBET - BT HREEHS 12,000,000
BRED &R -

FERRRADTARMDRAEABRD
ZREBERKRR

R-Z-—OFANA=1TH BARBEER
REITHRAESMA  TIAL (RARRES
EHEHITBABRIN) RARE 248
R0 o B ZBAR IR R 75 S BB 151 55 336
FFREzERMAZERIORBMT

RAERXT R RAEERS 2 s

Note:

Mr. Gan Yi has resigned as executive Director of the Company on 7 May
2014. A total of 2,000,000 share options granted to Mr. Gan Yi lapsed as
a result of his resignation.

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 30 June 2014, 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

HERITRE
BRAESTETR ZBHAESE
(BREE) Approximate
FERDEE Equity  percentage of
e EEHE Number of derivatives issued share
Name Nature of interest shares held (share option) capital
(Hizt1) (Hfzz1)
(Note 1) (Note 1)
Praise Fortune Limited EmfEam 550,000,000 (L) 68.75%
Praise Fortune Limited Beneficial interest
BakE XEHEEER 550,000,000 (L) 68.75%
Mr. Jiang Xin Interest of controlled corporation (Bfi#2)
(Note 2)
Engn 20,000,000 (L) 2.50%
Beneficial interest
Bzt (#i23) [ 580,000,000 (L) 72.50%
Ms. Qian Yuanying (Note 3) Interest of spouse
Bk 400,000 (L) 0.05%
Interest of spouse
RN T (HiF4) [T 570,000,000 (L) 71.25%
Ms. Li Jingru (Note 4) Interest of spouse
soxEat (#1i25) s 550,000,000 (L) 68.75%
Ms. Chai Yongping (Note 5) Interest of spouse
LB 400,000 (L) 0.05%

Interest of spouse

Pan Asia Environmental Protection Group Limited
2 BRIREE AR AR
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2. %ZEMWAD LAPraise Fortune Limited 2 £ & &
R EEZHE © Praise Fortune Limited
RZZE—NFNA=Z+AHZERITRHEA
A0 ERMEE1ZE T ZIG - 326010%
BT mERELE (ITESE) HB300/%
B (BN#949.92%) + 8 & & 5t & #5300
B &5 (BN4949.92%) R BB T H L4
BB 15 (BD 490.16%) ° Praise Fortune
Limitede M —EEFREFERATESEH
RENE - RIBEFHFRBERN B8
- BEAENEBERELERER AN Prase
Fortune Limited T 2 IR P H#EE S o

3. BRRZIDNEREEEZRSE  FEibK
BRREREAERER/ER 22 RN
KARRAR D A HE e o

4 FEMELDBEBEEZEE  BLER
BRBERARRANRE 2 2 BRGE
Bl -

5. HXFREITIEZREZER  BUHER
ABRBREERE/ER 22BN R
R AR -

BERBEEN BE-T-mEAA=T
A ARRABTARAEAAL (AAFE
FABRBTHABKRI) RAD AR 48
BIRR AR R A S AR -

BA-LHEIBEEREAQAF 2z L™
& &5

HE_T--OFANA=THIEZXEAH
B ARRIREEMHBARREBA - b
EHBEARBEM LHRES

Ht &

Other Information

Notes:

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

2. 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 30 June 2014 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, Chairman and 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.

3. 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.

4. 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.

5. 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 30 June 2014, 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.

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

Neither the Company nor any of its subsidiaries has purchased,
sold or redeemed any of the Company’s listed securities during the
six months ended 30 June 2014.

—E—FERERE
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Pan Asia Environmental Protection Group Limited
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CHANGE OF INFORMATION OF DIRECTOR

Change of information of Director required to be disclosed pursuant
to Rule 13.51B of the Listing Rules since the date of the 2013
Annual Report is set out below:

Professor Wang Guozhen was appointed as an Expert of the
Expert Group of the Association of China Rare Earth Industry on
8 April 2014.

AUDIT COMMITTEE

An audit committee comprising three independent non-executive
directors has been established by the Company to review the
financial reporting process and internal control procedures of the
Group. The audit committee has reviewed the unaudited interim
financial statements of the Group for the six months ended 30
June 2014.

CORPORATE GOVERNANCE

In the opinion of the Board, throughout the six months ended 30
June 2014, the Company has complied with the code provisions as
set out in the Corporate Governance Code contained in Appendix
14 of the Listing Rules, save for the code provision E.1.2. Code
provision E.1.2 stipulates that the Chairman of the Board should
attend the annual general meeting. Mr. Jiang Quanlong, Chairman
of the Board, was unable to attend the 2014 annual general
meeting due to a business trip and Mr. Jiang Lei, an executive
director and Chief Executive Officer, has been delegated to attend
and answer questions on his behalf at the 2014 annual general
meeting. Mr. Jiang Quanlong will use his best endeavours to attend
all future shareholders’ meetings of the Company.
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

HE-ZT—NE,A=+HIE/XEA o For the six months ended 30 June 2014

BZEASA=1THILAKEA
Six months ended 30 June

—ET-mF —T—=F
2014 2013
Kz AR¥TF T AR For
Note RMB’000 RMB’000
(REZR) (RE&EZ)
(Unaudited) (Unaudited)
—E 1] Turnover 4 219,437 180,011
$HE KA Cost of sales (155,041) (175,516)
EX Gross profit 64,396 4,495
E bz A Other revenue 6,280 2,074
Hth)F iz (E518) Other net gain/(loss) 38 (106)
SHE R HR Selling and distribution expenses (1,026) (1,680)
— MR RITERA General and administrative expenses (23,186) (35,136)
HEmg MY Other operating expenses (2,595) (1,235)
BB A Finance costs 5 (425) (488)
BRBLRDER (EE) Profit/(loss) before taxation 5 43,482 (32,076)
PRy Income tax expenses 6 (13,248) (186)
HRREF S (EE) Profit/(loss) for the period 30,234 (32,262)
HAEM2 Yz (&E) Other comprehensive income/
(BIEREEH/EAE) :  (loss) for the period
(after tax and reclassification
adjustments):
B TEENSEE Items that will not be reclassified
Bwm2IHE : to profit or loss:
RENBREREZT Exchange differences on
ERELZIENERE translation of financial
statements to
presentation currency 28 (1,006)
HIAE M2 Other comprehensive income/
ez /(R (Fik) (loss) for the period, net of tax 28 (1,006)
HA2EWS (&E) #% Total comprehensive income/
(loss) for the period 30,262 (33,268)

FBE2EMME /R FT RMBHREM

—#5 .0

statements.

The notes on pages 26 to 52 form part of these interim financial
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

BEAA=tTHILLAEA

Six months ended 30 June

—E—-mF —T—=
2014 2013
k3 AR¥ T ARET T
Note RMB’000 RMB’000
(REX) (RE&EZ)
(Unaudited) (Unaudited)
IR AT ESEIR Profit/(loss) for the period
wH L (EBA) attributable to:
ViN/NETE Z =N Owners of the Company 30,821 (29,940)
SRR HE Non-controlling interests (587) (2,322)
30,234 (32,262)
DTFATELEHAZE Total comprehensive
Wi (F58) 858 income/(loss) for the period
attributable to:
ViN/NEIE ZEDN Owners of the Company 30,849 (30,946)
FEFERR M Non-controlling interests (587) (2,322)
30,262 (33,268)
BRER (EE) Earnings/(loss) per share 7
AR Basic ARM3.8575 (AR¥3.74%)
RMB3.85 cents (RMBS3.74 cents)
e Diluted ARM¥3.765 (AR¥3.74%)

RMB3.76 cents (RMB3.74 cents)

F26E52E MM E AR TR HRMBRERN

—#5 -

statements.

Pan Asia Environmental Protection Group Limited

RBRREEERAR

The notes on pages 26 to 52 form part of these interim financial
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Condensed Consolidated Statement of Financial Position

R-Z—MEFE,XA=+H e As at 30 June 2014

—E—NF —E—=F
ARA=+HA +—HA=+—H
30 June 31 December
2014 2013
Kt AR¥TF T ABREFr
Note RMB’000 RMB’000
(REEZ) (#EZ)
(Unaudited) (Audited)
FRBEE Non-current assets
TERNBEERIE Prepaid lease payments 53,938 54,551
Vs - R Rkt Property, plant and equipment 9 377,957 366,325
AL ECRHEE Available-for-sale financial asset 9,000 9,000
440,895 429,876
REBEE Current assets
TERNHEERIE Prepaid lease payments 1,195 1,178
FE Inventories 202,723 97,365
JEWE 5 & H b /I8 Trade and other receivables 10 407,088 415,568
BIEHRITER Pledged bank deposits 10,616 10,616
e MIRTTRER Cash and bank balances 710,710 571,326
1,332,332 1,096,053
REBEE Current liabilities
ERE 5 R HE A RIE Trade and other payables 11 241,935 175,985
RHRIRTTE R Short-term bank loans 14,000 14,000
Bl S R FAWR Deposits received and receipts
in advance 291,510 11601, 72t
FETFEIE Tax payable 14,693 3,389
562,138 345,102
REEEFEE Net current assets 770,194 750,951
EEAERARBERS Total assets less current liabilities 1,211,089 1,180,827
FREBERE Non-current liabilities
RIERIARE Deferred tax liabilities (14,930) (14,930)
EEFE Net assets 1,196,159 1,165,897
BRAR e Capital and reserves
EE&N Share capital 12 74,872 74,872
(=] Reserves 1,125,218 1,094,369
ARAREE A Equity attributable to owners
EihEs of the Company 1,200,090 1,169,241
FEE IR Non-controlling interests (3,931) (3,344)
ESEEE Total equity 1,196,159 1,165,897

F26ES2AMMERZET BY B RERM

—#5 -

statements.

The notes on pages 26 to 52 form part of these interim financial
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Condensed Consolidated Statement of Changes in Equity
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& B e For the six months ended 30 June 2014
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EHGASRERER
Condensed Consolidated Statement of Cash Flows

HE-ZT—NE,A=+HIE/XEA o For the six months ended 30 June 2014

BEAA=tTHILLAEA

Six months ended 30 June

—E-mF —F—=
2014 2013
AR¥TFT AREToT
RMB’000 RMB’000
(REEX) (RE&EZ)
(Unaudited) (Unaudited)
REEBRELECRS Cash generated from operations 165,378 39,454
2FE Tax paid (1,945) (7,249)
KRETEELE2EHSRE Net cash generated from
operating activities 163,433 32,205
RETHFAZRESFE Net cash used in
investing activities (23,681) (3,080)
REEBFMAZREFE Net cash used in
financing activities (425) (488)
RERBSEEY Net increase in
2 h0E FE cash and cash equivalents 139,327 28,637
R—B—BZEL2E Cash and cash equivalents
HEZEEY at 1 January 571,326 564,078
ExgE o HE Effect of foreign exchange
rates changes 57 1,158
RAB=+HZERER Cash and cash equivalents
HeZEY BEER at 30 June, represented by
RITE cash and bank balances 710,710 593,870

F26ES2AMMERZET BB RERA

—~H5 -

statements.

The notes on pages 26 to 52 form part of these interim financial

—E—ERERE
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

—REHR

whREREBER AR (ARF))
RAESHEEMK LA —HEHREE
RARE - HRONREERZRT B o AR
RlZaMPEREREBEETZERME
HliE 5 Bl &Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands & &# 2
EREFISFEHIRPLE302E °

ARmREWMBLRRE (5[ AKE])
TEEFEARAME ((HE] K=
BR ([RR)) EmRREBIRERHE
T ARRRERIRERRE  REHR
RIBERAE X R R BUERREEM &
ARILEER

mBE A
(a) SFHREH

BRGAVMBRRCORERTES
FEAg (HEEEREAE]) R
2 BB G EREI4AR ([FE
et ERNFE345R ) [ F B4 5 #
&l R EMRAMETRNAEZ
HEREERERA -

ARBzHeEERET (B
TTl)  MAEOEMBRE 2T
EEESARE TARK]D - &
RAEBEZHBRHTIAAREF
B BRERASEMBERAAR
B2 BEBFTHIN . SR
AABREIZ T -

Pan Asia Environmental Protection Group Limited
BRIREE AR QA

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. 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 Islands 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.

BASIS OF PREPARATION

(a) Statement of compliance

The condensed consolidated financial statements
have been prepared in accordance with Hong Kong
Accounting Standard 34 (“HKAS 34”) Interim Financial
Reporting issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) as well as with the
applicable disclosure requirements of Appendix 16 to
the Listing Rules.

The Company’s functional currency is Hong Kong
dollar (“HK$”) while the functional currency of most of
its subsidiaries is Renminbi (“RMB”). The condensed
consolidated financial statements are presented in RMB,
as a majority of the Group’s transactions are denominated
in RMB and rounded to the nearest thousand, unless
otherwise indicated.

¥ L



k.

ERGE PR B RR M

Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—NE,A=+HIE/XEA o For the six months ended 30 June 2014

mREE (HF)
(b) R fh5t

mEGPEEWBHRERE > BF
AU AREBEBEMRREELE
ENBBZEREEEDHE - &
AEREBR - % FEhHET RARRE
Ty ERBEZR R E MRS E
A<AZ - BERERTEBIRN
& EEF

EENREENLEMASRE P E®R
REREARNEE 2 S5 EKRA
B 2 B K HI B A R & 5F 7 BE BA
AEZETERREERARAEE
2 B R [ S Tl
WEFEZ FEGBHHREFEMER -

FTEEHEE

BRAREMBEHRER 2 RmBLTYAE L X
AEFERE  HEETERTANUR
FE (WER) sTERIN

BRTXATIN BE-F—WF A
=+tHIEANEAZHREE T B®RE
FiER 2SR Rt E R AT R
BAREEBE_T—=F+_A=+
—BUEFEZFENEHRERMRAE
_ﬁo

2. BASIS OF PREPARATION (CONTINUED)
(b) Judgements and estimates

Preparation of the condensed consolidated financial
statements requires the Directors 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.

In preparing these condensed consolidated financial
statements, significant judgements made by the Directors
in applying the Group’s accounting policies and the key
sources of estimation uncertainty are the same as those
that applied in the Group’s annual financial statements
for the year ended 31 December 2013.

3. SIGNIFICANT ACCOUNTING POLICIES

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

Except as described below, the accounting policies and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30 June 2014
are the same as those followed in the preparation of the
Group’s annual financial statements for the year ended 31
December 2013.

—Z—ERGHHE
Interim Report 2014
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

3. FEGFHXE (&)

RARHHE  AEEERRAT
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B ERREMBRRAM T RE
REBMGHREERN ([FERMBRE
2R ]) WER] -

o BEUBMELANFEION FE
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Pan Asia Environmental Protection Group Limited
BRIREE AR QA

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

In the current interim period, the Group has applied, for the
first time, the following new interpretation and amendments
to Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the HKICPA that are relevant for the preparation
of the Group’s condensed consolidated financial statements:

° Amendments to HKFRS 10, HKFRS 12 and HKAS 27,
Investment Entities

e Amendments to HKAS 32, Offsetting Financial Assets
and Financial Liabilities

o Amendments to HKAS 36, Recoverable Amount
Disclosures for Non-Financial Assets

o Amendments to HKAS 39, Novation of Derivatives and
Continuation of Hedge Accounting

e HK(IFRIC) 21, Levies

The application of the above new interpretation and
amendments to HKFRSs in the current interim period has had
no material effect on the amounts reported in these condensed
consolidated financial statements and/or disclosures set out in
these condensed consolidated financial statements.
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—NE,A=+HIE/XEA o For the six months ended 30 June 2014
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£ EBEmRRGFKRIR

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 the information is reported internally
to the Group’s Chief Operating Decision Maker (“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.

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

e EP construction engineering projects: this segment
undertakes EP engineering construction 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.

e  Manufacture of EP construction materials: this segment
manufactures and sells EP construction materials to
external customers, and the main product is WWCB.

—E—ERERE
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Notes to the Condensed Consolidated Interim Financial Statements
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Pan Asia Environmental Protection Group Limited
BRIREE AR QA

ZE—ENA=1THB1E/NEA e For the six months ended 30 June 2014

4. SEGMENT REPORTING (CONTINUED)

(@) 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, profit or loss, 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.

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”,
“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 and auditors’
remuneration and other corporate administration costs.

where

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.
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—NE,A=+HIE/XEA o For the six months ended 30 June 2014

4. DEREE (&) 4. SEGMENT REPORTING (CONTINUED)
(a) DHWA - BRIHEE - BEE (a) Segment revenues, profit or loss, assets and
REE (&) liabilities (Continued)

RRER RERR RERR

HERR IRER HBEERK BEMR
ERR#EfE EP Provision of  Manufacture
Sale of EP construction EP related of EP
products and engineering professional construction )
equipment projects services materials Total
ANEETFT ARETFT ARETFT AREFT ANEETFT
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
BZ-Z-MEXA=TH Six months ended 30 June 2014
LAER (REER) (Unaudited)
RENPRE 228K Reportable segment revenue
AERA from external customers 162,340 1,620 935 54,542 219,437
GE LN Inter-segment revenue = = - 428 498
2RI BRA Reportable segment revenue 162,340 1,620 935 54,970 219,865
255 P Reportable segment profit
(#Z3H%EBITDA) (adjusted EBITDA) 36,754 143 343 35,500 72,740
HRTEREH Depreciation and amortisation
for the period 11 148 - 11,308 11,467
HZ-Z2-=FEXHA=1H Six months ended 30 June 2013
ERMAR (REER) (Unaudited)
REIMIEF 2025 Reportable segment revenue
DA from external customers 183,304 (5,124) 353 1,478 180,011
GE LN Inter-segment revenue - = = - -
ERIBUA Reportable segment revenue 183,304 (5,124) 353 1,478 180,011
(f7s#)
(Note)
RN WA /()  Reportable segment profit/(loss)
(/B BZEBITDA) (adjusted EBITDA) 12,646 (8,322) 341 (932) SHeR)
HNITE RS Depreciation and amortisation
for the period 241 587 = 10,221 11,049

—E—ERERE
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

4. DEBWE (&) 4. SEGMENT REPORTING (CONTINUED)
(a) YA ~ BRHEE - EE (a) Segment revenues, profit or loss, assets and
kR&EE (&) liabilities (Continued)

RRER RERR HERR

HERR IRER il BEMR
ERR#EfE EP Provision of  Manufacture
Sale of EP construction EP related of EP
products and engineering professional construction Eh
equipment projects services materials Total
NEEFT NEEF AEEFT AREFT ANEETFT
RMB’000 RMB’000 RMB'000 RMB’000 RMB’000
TE2RIDEE Reportable segment assets
—Z-MESA=1A 30 June 2014 (Unaudited)
(REEER) 375,883 143,292 7,538 445,379 972,002
“ET-=F+-A=1—H 31 December 2013 (Audited)
(&%) 292,941 153,107 5,927 422,875 874,850
ERAHERE Reportable segment liabilities
“2-WFSA=1H 30 June 2014 (Unaudited)
(REER) 382,905 75,874 15,554 27,834 502,167
“E-=F+-F=1—H 31 December 2013 (Audited)
(BER) 185,115 75,929 11,245 19,319 291,608
K BE—_ZE—=%"A=+HL Note: The negative reportable segment revenue from EP
NEARRRERIEEB 2 construction engineering projects for the six months
AZ2W/H HRABEIREARR ended 30 June 2013 represented the reversal of revenue
—fNREFREFTMmED— 7 from a construction contract due to a discount offered to
BIEAHZIRA - a customer.

32 Pan Asia Environmental Protection Group Limited
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Notes to the Condensed Consolidated Interim Financial Statements

(2 —Z—FE,NA=1+HIE/EA e For the six months ended 30 June 2014

4. DEBWE (&) 4. SEGMENT REPORTING (CONTINUED)
(b) T2 IBUWA ~ B FIRE (b) Reconciliations of reportable segment
BE-EEREBEZYHER revenues, profit or loss, assets and liabilities

BZEAA=1tHIXEA
Six months ended 30 June

—E-mF —E—=fF
2014 2013
ARBTFT AREF T
RMB’000 RMB’000
(REER) (RggeEZ)
(Unaudited) (Unaudited)
Yz Revenue
] 2 HELUA Reportable segment revenue 219,865 180,011
HIHERER S Elimination of intra-group
transactions (428) -
IEE R Consolidated turnover 219,437 180,011
wmF S (E518) Profit/(loss)
REINEF 2] 258 Reportable segment profit
55 88y A derived from external customers 72,740 SNISS
AU R B 5 U 2 Other revenue and other net income 6,318 1,968
Hr & K 8 Depreciation and amortisation (13,663) (11,836)
BhE A AR Finance costs (425) (488)
AOMBRH R EERT Unallocated head office and
corporate expenses (21,488) (25,453)
BEATAR A w T (E1E) Consolidated profit/(loss)
before taxation 43,482 (32,076)
—E—ERERE 33
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

4. DEBE (3

B

)

i, 0 ¢

4. SEGMENT REPORTING (CONTINUED)

(b) TE2MDIUYNA - RFIRE (b) Reconciliations of reportable segment
= 3 o — revenues, profit or loss, assets and liabilities
B EEREBEZYHE (&) (Continued)
R-ZE—MF RZE—=F
~A=1H +=—RA=+—H
At 30 June At 31 December
2014 2013
AR¥ T AR For
RMB’000 RMB’000
(RBERZ) (%)
(Unaudited) (Audited)
BE Assets
AI2MOEEE Reportable segment assets 972,092 874,850
AtHESREE Available-for-sale financial assets 9,000 9,000
ADEBETIREEEE Unallocated head office and
corporate assets 792,135 642,079
HEEEE Consolidated total assets 1,773,227 1,525,929
=R Liabilities
AI2MoEaE Reportable segment liabilities 502,167 291,608
FERLIR Tax payable 14,693 3,389
BIEHIBRE Deferred tax liabilities 14,930 14,930
RoBETRTLEEE Unallocated head office and
corporate liabilities 45,278 510),1/0)5
TEMEARE Consolidated total liabilities 577,068 360,032
3 4 Pan Asia Environmental Protection Group Limited
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—NE,A=+HIE/XEA o For the six months ended 30 June 2014

4. DEHRE (&)

(b) AT2HDIWA ~ BB
B BEEREBZHEKR (A)

T2 E R

TREINBREAEERBINEE
PZWARMAEEDE - BE
KR IA R B E IR
BB - FEAEMRIREMR
RIBHERITEMEE D - LY
X BERREMEBEMEENKR
ME EEFRDEEZMEM
RIRZEEZBRMEMREE D -

4. SEGMENT REPORTING (CONTINUED)

(b) Reconciliations of reportable segment

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

Geographical information

The following table sets out information about the
geographical location of (i) the Group’s revenue from
external customers and (ii) 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.

RENMBEF WA REFRDEE
Revenues from Specified
external customers non-current assets

BEAA=THILAER R-B-mE RZFT-=
—Z-nE “E-=F AA=TE fT-A=t—H
Six months ended 30 June At 30 June At 31 December

2014 2013 2014 2013

ARETR ARETT ARETR ARETT

RMB’000 RMB’000 RMB’000 RMB’000

(REBERK) (REER) (REER) (B&%)

(Unaudited) (Unaudited) (Unaudited) (Audited)

& () Hong Kong (place of domicile) - = 547 537
LN Mainland China 218,361 178,679 431,348 420,339
EE South Korea 1,076 1,332 - -
219,437 180,011 431,895 420,876

—E—ERERE
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

5. BRBLADEF (&E)

5. PROFIT/(LOSS) BEFORE TAXATION

BEESEAN S (B1E) 2mk GtA) Profit/(loss) before taxation is arrived at after charging/

AR :

(crediting) the following:

BEXA=1THILXEA
Six months ended 30 June

—E-mF ==
2014 2013
AREFT AREFT
RMB’000 RMB’000
(REER) (RE&EZ)
(Unaudited) (Unaudited)
(a) RERA Finance costs
ARAFANEEEE Interest on bank loans wholly
ZIRITERZHE repayable within five years 425 488
WIER AN TFERBEARZ Total interest expenses on
CRBEZNERZ B financial liabilities not at fair
value through profit or loss 425 488
(b) ETRE (BREESHE) Staff costs (including
directors’ emoluments)
TE R FURRET B K Contributions to defined
contribution retirement plans 686 674
TI& - HaehEMET Salaries, wages and other benefits 9,866 8,442
RABE RGBT Equity-settled share-based
payments - 3,212
10,552 12,328
(c) HfbER Other items
BiETENAERE Amortisation of prepaid lease
payments 596 425
FERA (M) Cost of inventories (Note) 152,972 172,310
Y BEER&EBZITE Depreciation of property,
plant and equipment 13,067 1191, 4k 7
KEHEEA Operating lease charges
— HAmE - Leasing of properties 915 573
— HA®RE — Leasing of equipment 3 2
T 3% B AN Research and development costs 2,125 776
EWE 5582 Reversal of impairment loss
(B &5 15 % on trade receivables (161) =
FEW H At 5RIE 2 Reversal of impairment loss
VEREEtdE on other receivables (147) =
sk - MEBE-_ZE—NENA=1+H1E~E Note: During the six months ended 30 June 2014, cost of inventories

A BEXRABEGHEE AR
EHARY12,099,000c (HE-F
= mzE = EHlEN LT A RS
895,0007T) * ZE&BME D AIFTA

Pl ERENEESHEE

Pan Asia Environmental Protection Group Limited
BRIREE AR QA

includes approximately RMB12,099,000 (six months ended
30 June 2013: RMB895,000) relating to staff costs and
depreciation, which amount is also included in the respective
total amounts disclosed separately above.
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Notes to the Condensed Consolidated Interim Financial Statements

HE-ZT—NE,A=+HIE/XEA o For the six months ended 30 June 2014

6. FIEH

6.

INCOME TAX

BEXA=1THLXEAR
Six months ended 30 June

—E-0mF —E—=fF
2014 2013
AR#¥FT AREFT
RMB’000 RMB’000
(REBER) (REgEZ)
(Unaudited) (Unaudited)
BIEABE 18 Current Tax

R EATSH PRC Enterprise Income Tax
— BAR S — Provision for the period 13,242 186
—BAFERETR — Under—provision in prior years 6 =
13,248 186

() ARBRENREBEELESEM
AL B A RIRBR EFS B
Az 2 BIZR 2 1R R K AR B 8B 7R
B ERPEH

(i) FAREPCEMRSEHIIBERATN
FEKZ 2B RRREEF
—mER-_ZT—=%,A=+H
LE7S 8 B 2z il &t FE R s F IR
E25%HTHE °

(i) ARAEERBEE_ZT—NFR
—E-—=FEXA=FTHI~EA
WEREBEZERTEF - &
WGBTS BAIEL B -

()  The Company and its subsidiaries incorporated in the
British Virgin Islands are not subject to any income tax
pursuant to the rules and regulations of their respective
countries of incorporation.

(i)  PRC Enterprise Income Tax is calculated at 25% of
the estimated assessable profits of the Company’s
subsidiaries established in the PRC during the six months
ended 30 June 2014 and 2013.

(i) No provision for Hong Kong Profits Tax has been made
as the Group did not have assessable profits arising in
Hong Kong during the six months ended 30 June 2014
and 2013.

—E—ERERE
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HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

(iv)

6. FRE® (&)

RIBPEEEMRFERE ([FEE
PREBIALD - ERBKZAING
BREGERRAINBREEMEIRD
R EABZI0%TEMM © iR T
—EENF-HHEBER-
BRAR_FTLF+_A=1—
REMBF - AAKEME @ @&
AR ER10%  AEBARER
PERZOMBATRR -TET)N
F-A—HURREENBNFD
IRH S BAMTEIIR - A —F
ZENF—A—RBAEBREFRBEKIL
BB QR TFAL A D K&
FOARBEREERERR  W#
RELHBERE  ERMTERA
RHREAHREERZFRNIK
BEMRE - EFHAERTA
SENESER  REERFENR
HffB QR BBR

ARBAERRS N Z BRI &

MRS E -

7. BRER (F#E)

(a)

BREXEF (BHR)

BREARREH (BE) HERAK
NAER AEIEEF,(BB) 4
A R #30,821,0007T (B & = =
—Z=ZFXA=1tAHLAER: &
B A R #29,940,0007T) & Hi A
£, % 77800,000,0008% & 3@ i% (&
Bt = =B = EklesawE
A : 800,000,0008% & @ %) 2
BTEHHETE -

Pan Asia Environmental Protection Group Limited
BRIREE AR QA

6.

INCOME TAX (CONTINUED)

(iv)

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. For the
Group, the applicable tax rate is 10%. The Group is
liable to withholding taxes on dividends distributed by its
subsidiaries established in the PRC in respect of earnings
generated from 1 January 2008 onwards. The Group
recognised deferred tax liabilities in respect of expected
distributable earnings from its subsidiaries established
in the PRC since 1 January 2008 with reference to
the Groups’ dividend policy, no matter whether any
dividends have been declared out of such earnings by
the subsidiaries at the reporting date. The Directors 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.

7. EARNINGS/(LOSS) PER SHARE

(a) Basic earnings/(loss) per share

The calculation of basic earnings/(loss) per share is
based on the profit/(loss) attributable to owners of the
Company of approximately RMB30,821,000 (six months
ended 30 June 2013: loss of RMB29,940,000) and
the weighted average number of 800,000,000 ordinary
shares (six months ended 30 June 2013: 800,000,000
ordinary shares) in issue during the period.
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BE—

7. BRER (ER) (&)

(b) EREERF (FE)

U]

(i)

BE-Z—NEXA=+H
Jt/\fﬁl
BHEz—_Z—WMWE~A=+H

IERNEATREERF TR
HEADRIERESSIIET
BEHBLTBERNZER
BIBAREHEE A B SE T
AR #30,821,000 % & i i%
ZIEFEHEEE

A EEREERNT S A
BB NE OB EH
ZIg

T—MENA=1THIE/AAB e For the six months ended 30 June 2014

7. EARNINGS/(LOSS) PER SHARE (CONTINUED)

(b) Diluted earnings/(loss) per share

U]

Six months ended 30 June 2014

The calculation of diluted earnings per share for
the six months ended 30 June 2014 is based on
the profit attributable to owners of the Company of
approximately RMB30,821,000 and the weighted
average number of ordinary shares after adjusting
the effect of dilutive potential ordinary shares under
the Company’s share option scheme.

The calculation of weighted average number of
ordinary shares for the purpose of calculating diluted
earnings per share is as follows:

& E
Number of shares

FLaT H ZAIREARR TN &

Weighted average number of

T AR AN RE S B ordinary shares for the purpose of
calculating basic earnings per share 800,000,000
i IR E TS Add: Effect of dilutive potential ordinary
LTERTE shares from share options 18,948,968
M ESREEAAME LT Weighted average number of
e T8 ordinary shares for the purpose of
calculating diluted earnings per share 818,948,968

BE_F-—=FXA=1H
ER1EA

B A A% HA R R 77 (8 R A e
BREABRYEHETY
& BRBE_FT-—=FX
A=tRIEXEASKRES
EiEESREAEERR -

(ii) Six months ended 30 June 2013

Diluted loss per share was the same as the basic
loss per share for the six months ended 30 June
2013 as the share options outstanding had no
dilutive effect on the basic loss per share for that
period.

—E—ERERE
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10.

a9

EETRARNBE-F—MFA
=+RLEAEANFHRE (ZF—=
Fm|)e

ME - BERRERE

HE_ZT—HEHFSA=ZTHILENE
A REEEEVE BERZREZ
B A B A R #24,827,0007T (#
E-T—=FAA=THLENEA:
AR%10,181,0007T) ° AL E JAHA H
A& BREE A A A R %136,0007T 2
M- BEREE (BE_T—=F<
A=+HItAMEA : &) -

FER & 5 R H b FKIR
FE B 5 Ko HHh 3ROB €48 A T AR UK

B (MERERE)  HERESTN
T

10.

by o

DIVIDEND

The Directors do not recommend the payment of an interim
dividend for the six months ended 30 June 2014 (2013: Nil).

MOVEMENT IN PROPERTY, PLANT AND
EQUIPMENT

During the six months ended 30 June 2014, the Group
acquired property, plant and equipment with a total cost of
approximately RMB24,827,000 (six months ended 30 June
2013: RMB10,181,000). The Group also disposed of property,
plant, and equipment with carrying amount of approximately
RMB136,000 during the period (six months ended 30 June
2013: Nil).

TRADE AND OTHER RECEIVABLES

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

R-2—DF R-E—=%F

FVH =SB« o o= EE
At 30 June At 31 December
2014 2000713
AR¥FT AREFT
RMB’000 RMB’000
(REBER) (feErz)
(Unaudited) (Audited)

FEWE 5518 Trade receivables
0Z30K 0 — 30 days 17,974 eSS
31E60X 31 - 60 days 9,167 4,626
61290K 61 — 90 days 4,871 1854
912180K 91 — 180 days 6,164 S8 EIM
181£ 365K 181 — 365 days 25,577 2E S,
365K A £ Over 365 days 31,338 27,754
95,091 127,609
o RERE Less: Allowance for doubtful debts (3,282) (3,443)
91,809 124,166

Pan Asia Environmental Protection Group Limited
BRIREE AR QA
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10. EWWE S R EMRIE (&) 10. TRADE AND OTHER RECEIVABLES
(CONTINUED)

R=—B-—mE R -T-=%F
~NA=1+H +=—A=+—8H
At 30 June At 31 December

2014 2013
AR¥ T AR For
RMB’000 RMB’000
(REERZ) (K FEz)
(Unaudited) (Audited)
H fib jE W 5k IE Other receivables 45,326 55,700
T REREME Less: Allowance for doubtful debts (1,238) (1,385)
44,088 54,315
e E g Bills receivables 100 —
B E (RFRIB Retention receivables 64,035 61,915
JE L — A A B 1 ) Amount due from a related company
RIFIA (f122) (Note) 16 820
B R ER Loans and receivables 200,048 241,216
FEfTE IE&BZ% Prepayments and deposits 84,737 62,322
H th m Yk [a] £ 38 Other tax recoverables 21,836 12,1152
JEREPA#TIEIE Amounts due from customers for
contract work 100,467 99,878
407,088 415,568
AEEBEERAREFPET2EAZEE The Group normally grants credit terms of 2 months to its
HY o customers.
izt - e — IR A Rl RIA AR Note: The amount due from a related company is unsecured, interest-free
R ERBREREE - and repayable on demand.
ZE -G ERE 41
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1. ENEZREMKIEA

ENEZREMTBABREATESE
N5R - HREDAT

R L

11. TRADE AND OTHER PAYABLES

Included in trade and other payables are trade creditors with
the following aging analysis:

R=Z—MF RZTE—=%F
NA=+H +ZH=1+—8H
At 30 June At 31 December
2014 2013
ARTFT ARETFT
RMB’000 RMB’000
(REEX) (feE=Z)
(Unaudited) (Audited)
e 5 5/IE Trade payables

0E30K 0 - 30 days 75,088 19,556
31E60X 31 — 60 days 12,711 2,249
61290K 61 — 90 days 300 11,370
91E180K 91 — 180 days 2,307 1,653
181E365K 181 — 365 days 17,563 17,396
365K A Over 365 days 76,494 65,760
184,463 117,984
FEE % E b fE N B Accruals and other payables 36,169 34,702
ER —RESZRE (FiF) Amount due to a director (Note) 22 556
FETEEESE N B3R IE (M) Amounts due to related companies (Note) 16,628 17,928

DR ENeR a5 Financial liabilities measured at
amortised cost 237,282 17 370
H th & 1 R B 18 Other PRC tax payables 4,653 4,815
241,935 175,985

HiaE e —RES M QR RIAREE

AN
A RRRBRERER -

Pan Asia Environmental Protection Group Limited
BRIREE AR QA

Note: The amounts due to a director and related companies are
unsecured, interest-free and repayable on demand.
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12. R4

13.

12. SHARE CAPITAL
BB E
Number of &5
shares Amount
FAR FET
‘000 HK$’000
FRREEO. 1B LA B Ordinary shares of HK$0.1 each
JAERE ¢ Authorised:
MNET—=F+—"H=+—HE At 31 December 2013 and
—E—NFESA=1H 30 June 2014 4,000,000 400,000
BETRHT : Issued and fully paid:
=== = A =—E % At 31 December 2013 and
=B EET B = [ 30 June 2014 800,000 80,000
W= = F=—H=+F—HK Shown in the condensed consolidated
—E2-mOFA=+HZ statement of financial position at
ERRsRE MR R 271 31 December 2013 and HERARMET4,872,0007T
30 June 2014 Equivalent to RMB74,872,000

BRETE

RZZZNFRAA+HAE BEARX
RIZEREAELNEMIBTHONE
MASEES SRERBAEBRES
#% 117,800,000 Bk #E - & H B
RER THEARBEARR —RER
EHEAROABTZEARMER - Z
EERER-_ZSTNFRATHEBER
B YaR=—ZE—N\FHRA+=HZ
AT TR EARABTR281B T -
R-Z—mWEXA=1+H BERLER
WEEREEBENZRTERERES
i, 800,000 (== 5 =Ehie H =
+—H : 15,800,00013) °

13. SHARE OPTION SCHEME

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 30 June 2014, the outstanding share
options granted and accepted by directors and employees
was 14,800,000 (31 December 2013: 15,800,000).

—E—ERERE
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BE_T-WFAA=THLXEA

13. BRETE (&)

e For the six months ended 30 June 2014

13. SHARE OPTION SCHEME (CONTINUED)

RZZ—=—FXA+—8  REAAA
2 BRI ENESMABTHRERR
EHEEE SREEAEREERS
39,000,00017 f# f% #& » E #35,000,000
DEBRER - ——F+ AEER -

DEERER TRAEARBARRG— th
R EEA01B T2 LB RER] -
SREEDR = E*:fﬁ/\ﬂ‘f’*a =
B WA =T =_—FA+HZHI{T
i o {T{EBAFIR0.83E T - N T —
MENA=TH BEREEBRES N
B BHE 4 < R 1T B8 B 7 /534,000,000
M ZE—=%+=-_A=+—8:
35,000,0001%

REBEE-_Z—NFANA=F+AHILAX
BA RN NFRA+HTE
BR-_FE—-—FXA+t—BEHEZ
1,000,000 & A% # K 1,000,000 %

BEAR (BE_ZT—=F~"A=t1H
EREA : &) -
REE_F-—NFR-_F—=F1H

:JFEJJ:/\“H ’ *Eﬁfﬁ,ﬁﬁﬁifgfé?ﬂi 3

ERBEUNEZEREECERZER
2B RAEFHITEELT -

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 vested
on 11 June 2013, and are exercisable until 10 June 2022.
The exercise price is HK$0.83 per share. As at 30 June
2014, the outstanding share options granted and accepted
by directors and employees was 34,000,000 (31 December
2013: 35,000,000).

1,000,000 share options granted on 14 May 2008 and
1,000,000 share options granted on 11 June 2012 lapsed
during the six months ended 30 June 2014 (six months ended
30 June 2013: Nil).

No share options were exercised during the six months ended
30 June 2014 and 2013.

The number and weighted average exercise price of share
options granted and accepted by directors and employees
are as follows:

IR EE
Weighted BREHE
average Number of

exercise price share options

RZZT—WMFE—H—H Outstanding at 1 January 2014 HK$1.463& T 50,800,000
MARITEE (2T Z) (Audited)

HA 2R 3K Lapsed during the period HK$1.828 T (2,000,000)

R-ZZE—WFA=1+H Outstanding at 30 June 2014 HK$1.43% 7t 48,800,000
MARITEE (REEEZ) (Unaudited)

RZZE—mFA=+H Exercisable at 30 June 2014 HK$1.43% 7t 48,800,000

A 1T (REER)

(Unaudited)

Pan Asia Environmental Protection Group Limited
BRIREE AR QA
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13. BIRAESHE (&) 13. SHARE OPTION SCHEME (CONTINUED)

BREZATERRBRE Fair value of share options and assumptions
NRHEREMESZREZ AFE
RERBRE ATEFE - ERE
Bz B AFERZ 2B BT
BEAGE -BREZAHFHAL
Bz —HEARE -

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.

B 2 B i
Share options granted on
—E-_F —ETNEF
Fair value of share options and ~NA+—H AA+MA
BREZATFERRBR assumptions 11 June 2012 14 May 2008
RErER 8Bz AYE Fair value at measurement date HK$0.257 7T HK$0.881/% 7T
toz
HK$0.27/8 7T
& & Share price HK$0.8378 7T HK$2.79/8 7T
I1EE Exercise price HK$0.8375 7T HK$2.8178 7T
FEHR IR (A [ =3B Expected volatility (expressed as
B E BN AR weighted average volatility
IR IER R ) used in the modeling under the
Binomial Option Pricing Model) 54% 40%
FERREFE (JA [=18x ] Option life (expressed as weighted
HMEEEREXRNFEAD average life used in the
IR E IR R) modeling under the 10 years 10 years
Binomial Option Pricing Model) +& &
RS Expected dividends 4.82% 3%
ERERAE (R Risk-free interest rate
INEE S EHR) (based on Exchange Fund Notes) 1.13% 3.21%

—Z—ERGHHE
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HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

13. B fESHEl (&) 13. SHARE OPTION SCHEME (CONTINUED)
TEERR I TIARBR R LR IR st B (AR The expected volatility is based on the historic volatility
2 METHARBRFERAE) BER (calculated based on the weighted average remaining life
N RETAE & R B R ROR 8 2 TR H of the share options), adjusted for any expected changes
i BHRENRBREBERTREE to future volatility based on publicly available information.
E o TRAEEMA2HEBREZE Expected dividends are based on historical dividends.
A AT EZIEFHEKERNTE - Changes in the subjective input assumptions could materially

affect the fair value estimate.

BB 2 B AR e 3 4 B 7 4 ] AR A 15 There were no service conditions or market conditions
e TS G - associated with the share options granted.
14, &iE 14. COMMITMENTS
a) EREIE a) Capital commitments
rEE
The Group

R-ZE—E R-Z—=
~NA=1H T=H=T=—E
At 30 June At 31 December

2014 2013
AREFT AREF T
RMB’000 RMB’000
(REER) (feEZ)
(Unaudited) (Audited)
BHETYSEEZEELN Capital expenditure contracted
BARNERERE B R but not provided for in the
EH BBz EARAX condensed consolidated financial
statements
— Yz - — in respect of the acquisition of
B K 2k property, plant and equipment 16,181 33,004
46 Pan Asia Environmental Protection Group Limited
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14, A& (&)

14. COMMITMENTS (CONTINUED)

b) K&EHERE b) Operating lease commitments
FEFEBFRBN - The Group as lessee:
AEEBESRHERQIEY X The Group had operating lease commitments for
T % & 34l 2 D ] BE A & future minimum lease payments under non-cancellable
HEMEARRRZINHERAE operating leases in respect of office premises, factory
R REHEREDBHBR premises and equipment which fall due as follows:
LU
R-ZB—MF RZTE—=%F
FNEASORE e = s
At 30 June At 31 December
2014 2013
AR¥TFT AREFT
RMB’000 RMB’000
(REER) (®z)
(Unaudited) (Audited)
—FA Within one year 1,304 2,025
—FRERAFR After one year but within five years 3 447
1,307 2,472
REFERZLTAN - The Group as lessor:
AEEE LM B AT T el B/ The Group had contracted with tenants for the following
FEW R R FEBESNREI LR - non-cancellable future minimum lease payments receivable:
R-ZE—NF R_FE—=%F
NA=t+H T= =% H
At 30 June At 31 December
2014 20E
AREFT AREF T
RMB’000 RMB’000
(REER) (&FEZ)
(Unaudited) (Audited)
—FR Within one year 53 53
—FRERFA After one year but within five years 151 177
204 230

—E—PERHEE
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HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

14. &I (&) 14. COMMITMENTS (CONTINUED)
b) REHEEEIE (&) b) Operating lease commitments (Continued)

L EHEAEBROARE Included in the above is future minimum lease payments
204,000 (ZE—=F+=HA= receivable from Wuxi Xin Wei High Temperature
+—H: AR #230,0007T) 2 Ceramics Co., Ltd, a related company, of approximately
B A RIEG TS REAEER RMB204,000 (31 December 2013: RMB230,000) and
N AR R ARG &Y IE &R the non-cancellable future minimum lease payments
A $505H FE IR 2R A% KRR < 1 3R an receivables is as follows:

F ¢

R-Z—mFE RIZTE—=%F
AA=+H +ZH=+—H
At 30 June At 31 December

2014 2013

AR#¥FT AREFT

RMB’000 RMB’000

(REBER) (J&EZ)

(Unaudited) (Audited)

—FR Within one year 53 53
—FRERFEA After one year but within five years 151 177
204 230

RAAREEBRELENRZLD The related company is a company of which Mr. Jiang
B ANEIER AR ZES ° Quanlong, a director of the Company, is also a director

of its holding company.

Pan Asia Environmental Protection Group Limited
BRIREE AR QA
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HE-ZT—NE,A=+HIE/XEA o For the six months ended 30 June 2014

15. RAREE

16.

AEERERTRETRRAEHY
ETRREMASEEFPRHERRF
B REPAIBREREIEMEE
BRANEAEZERFALE - A - A%
B 8= B H AR r M R B A R i
ZERETIREREBZRERSE -E=
HEREABZERSESTEHAN
SEEEMBRAREERGEEKRE
RIMEE -

BEREALRS

a) REE_ZT-—=FKR_ZT—NEF
ANA=ZTHIEARNEA  BRZE
AR AR & B 75 2k A A 3010 PT IR
BoRGREFH  NEBIRE]
MTTINERBREAEALRS :

15.

16.

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 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.

RELATED PARTY TRANSACTIONS

a) During the six months ended 30 June 2013 and 2014,
in addition to the transactions and balances disclosed
elsewhere in these condensed consolidated financial
statements, the Group also entered into the following
material related party transactions:

BEANA=TRHILEAEA

HEEBEALZBR RAME Six months ended 30 June
EREALERE Relationship Nature of —E-mF —E-=F
Name of related party with related party transaction 2014 2013
AREFTT AEETT
RMB’000 RMB’000
(REER) (REERZ)
(Unaudited) (Unaudited)
EHNERAEEERAT ARAEEBRELE WA WA 27 27

Wuxi Xin Wei High
Temperature
Ceramics Co., Ltd.

a director of

MREZERARZES
A company of which
Mr. Jiang Quanlong,

Receipt of
rental income

the Company,

is also a director

of its holding company

—E—ERERE
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HE-ZT—WE,A=+HIE/~EA o For the six months ended 30 June 2014

16. EEAEALTRS (&) 16. RELATED PARTY TRANSACTIONS
(CONTINUED)
b) RASEFEEEREAB 2 &M b) Remuneration for of key management personnel of the
;AT Group are as follows:

BZEXA=1tHILAXEA
Six months ended 30 June

—E—MF —E—=F

2014 2013

AREFTT AREFT

RMB’000 RMB’000

(REEFR) (REEEZ)

(Unaudited) (Unaudited)

MEEEREN Short-term employee benefits 983 1,373
BBk AE A Post-employment benefits 2 9
RAZE RGBT Equity-settled share-based payments - 482
985 1,864

50 Pan Asia Environmental Protection Group Limited
RIERREEBR QR
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BE—

17. EEEKW

a)

R-FE—NFESA=F+H —@
MEBARZRITFERHNARE
10,000,0007t (Z T —=F+ =
A=+—H8: AR#%10,000,000
) BT UKERZME R
AERZBITHEHNARE
4,760,000 (ZE—=F+_A
=+—H: AR%?7,758,0007T)
LR o

RZZE—NFENA=FH" ' K&
B R ELN A A K K743,0007T
—E—Z=Zf+=ZRA=+—8:
A R ¥763,000T) 2 EFE &
WFROTUNEFRBHENHARYE
9,000,000 (ZE—=F+=A4
=+—H: AK®9,000,0007T)
ZET—HEHBARZEITER
ZHER MRITERTAHEBESE L
ERFEHINZTER - BEEE
BARR A EE M 5 Praise
Fortune LimitedE ff —fI B 5
BEA-ZTHUNLTABEEELZ
Bi A4S o

R—T—NEANA=+H ' —FE
MBARIZRITFERHARKE
IGO0 (EE—=5r=E=
+—H : AE¥616,0007T) B &
WFRITIEA—DEHRZHBR
AE—ERFEIHESNZE
Ao

T—MENA=1THIE/AAB e For the six months ended 30 June 2014

17. PLEDGE OF ASSETS

a)

A bank deposit of a subsidiary of approximately
RMB10,000,000 as at 30 June 2014 (31 December
2013: RMB10,000,000) was pledged to a bank to
secure a banking facility of approximately RMB4,760,000
(81 December 2013: RMB7,758,000) granted to this
subsidiary.

The Group’s building with carrying amount of
approximately RMB743,000 (31 December 20183:
RMB763,000) as at 30 June 2014 was pledged to a bank
to secure a bank loan of approximately RMB9,000,000
(31 December 2013: RMB9,000,000) granted to a
subsidiary. This bank loan is also guaranteed by Mr. Jiang
Xin and Ms. Li Jingru. Mr. Jiang Xin is one of the ultimate
beneficiaries of Praise Fortune Limited, the immediate
and ultimate controlling party of the Company, and Ms.
Li Jingru is the spouse of Mr. Jiang Xin.

A bank deposit of a subsidiary of approximately
RMB616,000 (31 December 2013: RMB616,000) as
at 30 June 2014 was pledged to a bank as security in
accordance with a sale contract entered into between
this subsidiary and a customer.
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18. EVENTS AFTER THE END OF THE

REPORTING PERIOD

On 8 July 2014, Praise Fortune Limited, the Company’s
immediate and ultimate controlling party, entered into a
placing agreement with a placing agent for placing a maximum
of 60,000,000 shares (the “Placing Shares”) of the Company
at a placing price of HK$1.63 per share. On the same date,
the Company entered into a subscription agreement with
Praise Fortune Limited for issue of a maximum of 60,000,000
new shares at HK$1.63 per share.

On 22 July 2014, 40,000,000 shares of the Company were
placed by Praise Fortune Limited to certain independent third
parties at a subscription price of HK$1.63 per share. On the
same date, the Company issued 40,000,000 new shares
to Praise Fortune Limited at an issue price of HK$1.63 per
share. The Company raised approximately RMB50,639,000
(net of directly attributable expenses of approximately
RMB1,519,000), which was used for future development of
WWCB business and as general working capital of the Group.
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