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Chairman’s Statement
FEREE

To Our 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 2016. During the financial year
of 2016, the Group’s two sectors of business continue to have
solid performance, which has further strengthened the Group's
position as an integrated environmental protection (“EP”)
services and eco-friendly construction materials provider.

Facing significant environmental challenges, the Central
Government (the “Central Government”) of the People’s
Republic of China (the “PRC”) has implemented a series
of national policies and regulations in 2016, including “The
Environmental Protection Tax Law” and the “Implementation
Plan for the Reform of Environmental Impact Assessment
in the 13th Five-year Plan Period”, etc., aiming at tackling
environmental pollution concerns. The Central Government will
strictly enforce all laws, regulations and standards on EP to
ensure that economic growth and environmental protection go
hand-in-hand. It is apparent that EP has now become one of
the top priorities at the national level. It was estimated by the
Ministry of Environmental Protection of the PRC that the total
social investment in environmental protection during the 13th
Five-year Plan period would reach approximately RMB17 trillion.
The investment in environmental protection would be huge
in the coming years due to the public’s increasing concerns
about the quality of the living environment and the Central
Government's emphasis on the sustainable development of
the country. The roadmap of the 18th National Congress of the
Communist Party of China on “Building a beautiful China” has
brought the EP industry to an unprecedented importance.

During the 5th annual meeting of the National People’s
Congress, the Premier of the State Council, Mr. Li Kegiang
announced in the 2017 Government Work Report that in order
to achieve the target of reducing carbon dioxide emissions,
China would cut steel capacity by 50 million tonnes and coal
output by more than 150 million tonnes in 2017 as a means
to curb overcapacity and bring back the unpolluted blue
skies. Meanwhile, he also pledged for “further reductions in
the emission of major pollutants” with sulphur dioxide and
nitrogen oxide emissions to be cut by 3% respectively and a
sharp reduction in factory emissions of tiny harmful particulate
matter (PM2.5). With environmental protection being one of
most important issues on the agenda at the annual meeting of
the National People’s Congress, it is predictable that the EP
industry will be the important driving force for motivating the
continuous economic growth in China.
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The green construction industry in China is now entering into
a new stage of green building development. According to the
“Action Plan of Production and Application of Green Building
Materials” ({{RELZEEMEETERITEFZ)) jointly issued
by the Ministry of Housing and Urban Rural Development
(the "MHURD") and the Ministry of Industry and Information
Technology, it is required that by 2018, the application
proportion of green building materials in new buildings must
reach 30%, the application proportion of green buildings must
reach 50%, the pilot demonstration project application ratio for
green buildings must reach 70%, and the building renovation
application ratio will be increased to 80%. To make the most
of the business opportunities brought about by the surging
market demand for green construction materials as mandated
by the Central Government policies, the Group is boosting its
development of the eco-friendly construction materials business
by further strengthening the promotion of its wood wool cement
board (“WWCB”).

With the high priority and continuous active promotion of EP by
the Central Government, the Group expects more opportunities
to come in view of the continued favourable government policies
in both the EP industry and in view of the Group’s capability and
experience accumulated in dealing with both EP construction
engineering projects and eco-friendly construction materials
businesses. The Group will strive to grasp the opportunities to
drive long term growth.

FINANCIAL REVIEW

For the year ended 31 December 2016, the Group achieved
a total revenue of RMB814.3 million, declining by 23.8% as
compared to RMB1,068.6 million in 2015, primarily due to two
government project contracts being secured in 2015 while
no new government project contracts were awarded for the
reporting year. Gross profit decreased to about RMB217.2
million (2015: RMB245.2 million) and gross profit margin was
26.7% (2015: 22.9%). The Group recorded a profit attributable
to owners of the Company of RMB75.4 million (2015: RMB69.9
million). Profit for the year increased due to improving gross
profit margin and preferential income tax rate of 15% entitled by
Wuxi Pan Asia Environmental Protection Technologies Limited
("Wuxi Pan Asia"). The basic earnings per share were RMB8.98
cents (2015: RMB8.32 cents).
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Chairman’s Statement
FEREE

PROSPECTS
EP Construction Engineering Project Business

Environmental pollution remains serious in China, and in
particular, some areas are frequently hit by heavy smog. To
improve air quality and to increase the number of “blue sky”
days remain the top environmental priorities according to
Premier Li Keqgiang’s speech at the 2017 National People’s
Congress. The country is seeking to switch from an economy
that relies on heavily polluting industries to a consumer-driven
green economy. This transition should significantly stimulate
domestic demand for EP products.

To tackle water pollution, the Central Government of the PRC
has published the “Notice of the State Council on Issuing the
Action Plan for Prevention and Control of Water Pollution”
(CER T B B R ENBE K5 2 [ 81T 805 Bl AR) ), “Proposal for
Setting up Monitoring Network of Environmental Quality for
Surface Water under the State’s 13th Five-Year Plan” ({+=
AR ERKRFEESERMEZEST X)) and “Guidance for
Urban Black and Odorous Water Body Treatment” (M2 K
IKEEESA T 1EFERT ) ) for setting up more stringent requirements
on the prevention of industrial pollution and treatment of urban
living waste. With extensive experience in the provision of
EP products and services as well as the strong support of
favourable national policies, the Group continues to tap on
the trend of environmental protection in order to fully exploit
the enormous potential of the market. Currently, the Group
has 63 uncompleted water and flue gas treatment contracts
on hand with a total value of approximately RMB612.3 million.
In particular, the Group is devoting efforts to expand the
Public Private Partnership (“PPP”) projects in Xinjiang Uyghur
Autonomous Region in order to capture business opportunities
brought about by Government policies. The Group is actively
expanding its customer portfolio to broaden the income streams
and increase their contribution to the total revenue. Such
measures are expected to facilitate long-term healthy growth of
the Group’s business.
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Eco-friendly Construction Materials Business

With the aim of helping to achieve China’s target of having 30%
of the new construction projects attaining a green certification
by 2020, the Group was engaged in aggressive expansion of
its eco-friendly construction materials business. Having the
exclusive right to import WWCB production facilities from the
Netherlands and to manage business operations for the facilities
and products in the PRC, the Group has helped to compile
the National Industry Standard for WWCB construction and
inspection which has been implemented since 1 August 2016.
Furthermore, the MHURD of the PRC has recently announced
a series of regulations and standards for buildings including the
“Technical Code for Prefabricated Timber Buildings” ({3
RSB IRERITIRE)), the “Technical Code for Prefabricated
Steel Buildings” (€2 2 =X i) 45 # £ £ B 17 48 #)) and the
“Technical Code for Prefabricated Concrete Buildings” ({2
OB AERERIMRE)) which will be effective on 1 June
2017. Fuelled by further market penetration of WWCB with
the publication of the National Industry Standard, the Group
intends to continuously expand its core business and improve
its brand image to further tap on the EP industry which has
been progressively regarded as a potentially profitable sector in
recent years and a driver for sustainable economic development
in China.

In view of the increasing favourable policy support, the Group
has been vigourously introducing WWCB to governments,
developers and construction contractors across China. Given
the abundant experience in WWCB production, the Group has
obtained quality certification from the China High-speed Railway
(CHR). At present, the Group is engaged in further negotiation
with CHR for building 6-storey WWCB buildings around all train
stations of the CHR network. China has the world’s largest
high-speed rail network stretching more than 22,000km. The
length of high-speed railways in operation is expected to be
around 30,000km, connecting more than 80% of the big cities
by 2020, or specifically 255 big and mega cities according to
the statistics released by the Information Office of the State
Council of the PRC. This creates huge opportunity for the
Group’s eco-friendly construction materials business in the near
future.
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Chairman’s Statement
FEREE

On the other hand, the proportion of Chinese people living
in cities is expected to rise from 50% to 65% by 2030, and
the Government has outlined plans in the 13th Five-Year Plan
to ensure that new and existing buildings shall meet certain
environmental standards. WWCB not only enables the Group
to seize opportunities to expand and boost revenues, but
also to make a greater contribution to China’s strategy to go
green. Up to now, the Group has successfully extended its
business presence into Inner Mongolia, Shijiazhuang, Nanjing
and Chengdu and will strive to expand its network. The
Group believes that this sector will continue to have many
opportunities for expansion and the Group will strive to grasp
such opportunities to drive long-term growth.

CLOSURE OF REGISTER OF MEMBERS

The annual general meeting (“AGM”) of the Company is
scheduled to be held on Friday, 16 June 2017. For determining
the entitlement to attend and vote at the AGM, the register of
members of the Company will be closed from Tuesday, 13 June
2017 to Friday, 16 June 2017, both days inclusive, during which
period no transfer of shares will be registered. In order to be
eligible to attend and vote at the AGM, unregistered holders of
shares of the Company shall ensure that all transfer documents
accompanied by the relevant share certificates must be lodged
with the Company’s branch share registrar in Hong Kong, Tricor
Investor Services Limited, at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong for registration not later than
4:30 p.m. on Monday, 12 June 2017.

APPRECIATION

Finally, on behalf of the Board and the management, | would like
to express my sincerest gratitude to the shareholders, clients,
suppliers, partners, and staffs who have made unremitting
efforts for the Group’s development and have supported the
Group to steadily grow its ongoing EP business and expand
into the new eco-friendly construction materials business.

Jiang Quanlong

Chairman
Hong Kong, 30 March 2017
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Management Discussion and Analysis

BUSINESS REVIEW

The Group is an integrated EP services and eco-friendly
construction materials provider in the PRC. The Group is
principally engaged in the provision of EP construction
engineering solutions and services to customers, and the
development, manufacturing and sales of new eco-friendly
construction materials.

SALES OF EP PRODUCTS AND EQUIPMENT

During the year under review, sales of EP products and
equipment remained as the largest income contributor of the
Group. This segment recorded a revenue of RMB637.8 million,
accounting for approximately 78.3% of the Group’s total
revenue. The gross profit amounted to RMB135.2 million, with a
gross profit margin of 21.2%.

Sales of Water Treatment Products and Equipment

Water treatment systems are mainly used for treating industrial
and urban waste water. During the year under review, the Group
completed 16 water treatment-related sales contracts, and
the business generated a revenue of approximately RMB533.4
million, accounting for approximately 65.5% of the Group’s total
revenue.

Sales of Flue Gas Treatment Products and Equipment

The Group’s comprehensive flue gas treatment supply chain
provides related products and equipment plus services ranging
from engineering design to maintenance support. During the
year under review, the Group completed 12 projects relating
to sales of flue gas treatment equipment and this segment
recorded a revenue of approximately RMB104.4 million,
accounting for about 12.8% of the Group’s total revenue.

EP Construction Engineering Projects

Armed with extensive industry expertise, professional research
and development capabilities and technologies, the Group
provides one-stop EP solutions to a diverse range of clients.
Most of the projects in this segment spanned over different
financial periods and are booked to the accounts according
to the stage of completion. During the year under review, this
segment did not record any revenue.
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Management Discussion and Analysis

BEENWED

MANUFACTURE AND SALE OF EP
CONSTRUCTION MATERIALS

In view of the huge opportunities in the EP construction
materials industry, the Group has been active in promoting
WWCB in the domestic market to help the development of its
EP related businesses with particularly high growth potential
and to boost the Group’s capability to capture business
opportunities bred by national policies. During the year under
review, this segment recorded a revenue of approximately
RMB176.5 million (2015: RMB176.6 million), accounting for
approximately 21.7% of the Group’s total revenue.

WWCB is an eco-friendly inorganic energy-conserving
construction material made by compressing cement,
eco-friendly fast growing timber and non-toxic additives
together under super high pressure. WWCB enjoys distinctive
features of heat insulation and is fire resistant, sound-proof,
moisture-proof, mould-proof and has insect repelling properties.
With such outstanding features, it is widely used in residential
and commercial buildings, noise barriers along highways and
railways, and can be used as acoustic materials for music halls,
railway stations and car parks. WWCB has a lower engineering
cost than traditional construction materials. As WWCB can be
re-processed into decoration materials and building panels and
blocks, it has high redevelopment and application value, hence
also high capacity to generate profit in the market.

The Group’s collaboration with the industry leader from the
Netherlands continues. All the six production lines imported
from the Netherlands, each with an annual output capacity
of approximately 140,000m?, were in commercial operation
during the year under review. Five of them are standard lines
that produce WWCB of thickness between 10mm to 100mm.
The sixth production line is the most advanced and a fully
automated large wall component production line which can
manufacture large wall components of maximum dimensions
of 3m x 6m x 40cm that can be installed on buildings directly.
With WWCB showing great market potential, production lines
will be modified and reformed to meet related market demands.
Smart production will be achieved to enhance the flexibility of
automated production lines and reduce production manpower,
the aim of which is to build a highly automated and efficient
factory.
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Management Discussion and Analysis

Being the largest and most advanced WWCB producer in the
world, the Group was enlisted to help compile the National
Industry Standard “Technological Specifications for Application
of WWCB” (“/ ## 7K JE 1R F& A #9i7 38 #2” ) which has been
implemented since 1 August 2016 for WWCB construction and
inspection. The Group’s instrumental role in the work affirmed its
leadership in the environmental construction materials industry,
and with the Standard set and implemented, market penetration
of WWCB will accelerate and innovation that can revolutionize
construction materials will reign. These developments are
favourable for the Group with established advantages in WWCB
and are expected to bring long-term return to the Group in the
future.

Given the rosy prospect of WWCB, the Group has put more
effort in establishing closer relationship with its existing
customers and reaching out to different potential clients
with the aim to expand its client portfolio and obtain more
projects in the public and private sectors. The introduction
of high-speed rail (“HSR”) in China, in particular, presents
enormous opportunities. During the year under review, WWCB
obtained national accreditation qualifying it for proceeding into
a more advanced stage. With WWCB’s excellence in sound
insulation and the successful example of its application in the
Jiamin Highway project, the Group is confident of its chance to
participate in HSR sound barrier construction projects. A project
which involves the construction of sound barriers for two HSR
stations, and which will potentially be followed by works for
other HSR stations, is pending confirmation. Participation in
government or government-supported projects is expected to
sustain the growth of the Group’s revenue.

Drawing on its expertise in producing large wall components,
the Group has developed new integrated wall component
products with decorative and heat insulation features, thus
providing notable cost efficiency to construction companies
and contractors. On 22 December 2016, the Group signed a
strategic cooperation framework agreement with China Triumph
International Engineering Company Limited (“China Triumph”),
in relation to new houses with prefabricated construction
materials. Pursuant to the agreement, cooperation between
the two companies will begin in various areas to promote
the development of prefabricated construction materials that
meet the applicable standards, and which are affordable, safe,
green and with attractive appearance. China Triumph has also
agreed to pursue the launch of a system for breathable and
ecological new houses with superb indoor “breathability” which
allows optimum humidity control. These innovative concepts
promise to provide a more comfortable living environment for
people. In addition, both parties are committed to supporting
new rural reconstruction, general construction of small towns,
development of tourist attractions and lake attractions in the
Yangtze Delta and construction of the Yangtze ecological
corridor, as well as establishing new concept modern
enterprises. Going forward, the Group intends to focus on the
market of new wall material products and is looking to groom
the business into a new growth driver.
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Management Discussion and Analysis

BEENWED

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2016, total assets of the Group amounted
to RMB2,052.2 million, an increase of RMB189.7 million as
compared to RMB1,862.5 million in 2015. The increase was
mainly due to the increase in trade and other receivables, tax
recoverable and cash and bank balances of the Group. The
Group’s total liabilities as at 31 December 2016 amounted
to RMB672.8 million, an increase of RMB114.9 million as
compared to RMB557.9 million in 2015. The main reason
for this increase in total liabilities was due to the increase in
trade and other payables and deposits received and receipts
in advance. The Group’s total equity as at 31 December 2016
was RMB1,379.4 million (2015: RMB1,304.6 million). As at 31
December 2016, the Group had no bank borrowings (2015: Nil)
and its gearing ratio calculated on the basis of total borrowings
over total equity was nil (2015: Nil). The Group’s cash and cash
equivalents amounted to RMB349.7 million as at 31 December
2016 (2015: RMB276.0 million).

EXPOSURE TO EXCHANGE RATE
FLUCTUATION

The Group adopts a conservative financial policy. Business
transactions and liabilities of the Group are largely denominated
in Renminbi and Hong Kong Dollar, and so is the majority
of the Group’s bank deposits. As at 31 December 2016,
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 will continue to monitor the Group’s foreign
exchange exposure and will take relevant measures with
prudence as and when appropriate. As at 31 December 2016,
the Group did not hold any derivatives for hedging against
interest rate and foreign exchange risks.

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 31 December 2016, the Group had capital expenditure
commitment in respect of the acquisition of property, plant and
equipment in the total amount of RMB9.7 million (2015: RMB9.7
million). The Group provides product maintenance services to
customers of flue gas desulphurization ("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
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.
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Management Discussion and Analysis

PLEDGE OF ASSETS

A bank deposit of the Company’s subsidiary of approximately
RMB6.5 million as at 31 December 2016 (2015: RMB6.5 million)
was pledged to a bank to secure a facility granted to the
subsidiary.

SIGNIFICANT INVESTMENTS, ACQUISITIONS
AND DISPOSAL OF ASSETS

Save as disclosed in this annual report, the Group did not have
any significant investments, acquisitions and disposal of assets
during the financial year under review.

EVENTS AFTER THE REPORTING PERIOD

Since the end of the year under review, no important event with
material impact on the Group has occurred.

RELATIONSHIP WITH EMPLOYEES AND KEY
STAKEHOLDERS

As at 31 December 2016, the Group had approximately
130 employees. Salaries of employees were maintained
at competitive levels and are reviewed annually, with close
reference to the relevant labour market and economic
situations. Remuneration of the Directors is determined based
on a variety of factors such as market conditions and the
specific responsibilities of the individual Director. Apart from
the basic remuneration and 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 place. Total remuneration
costs, including Directors’ remuneration, for the year ended 31
December 2016 were RMB15.4 million (2015: RMB17.1 million).
During the year under review, the Group organized professional
and vocational trainings for its employees. The Directors believe
that the Group has admirable relations with its employees.

In addition, the Group understands that in order to achieve its
long-term goals, it is important to maintain good relationship
with business partners, shareholders, investors and bankers.
Thus the Group has formulated an investor relations scheme
to help it foster close relationship with shareholders and
investors. Tailored activities are organized from time to time to
communicate with and rally rapport of key stakeholders.
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Corporate Governance Report
SRERRE

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 2016.

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

In the opinion of the Directors, throughout the year ended 31
December 2016, the Company has complied with the code
provisions as set out in the CG Code, except for code provision
E.1.2 which stipulates that the Chairman of the Board should
attend the annual general meeting of the Company, details of
which are set out in the section headed “Communication with
Shareholders and Investors” of this Corporate Governance
Report.

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 throughout the year ended
31 December 2016.
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Corporate Governance Report

The Company’s Securities Dealing Code no less exacting than
the Model Code for securities transactions also applies to all
employees who are likely to be in possession of unpublished
price sensitive information of the Company. No incident of non-
compliance of the Company’s Securities Dealing Code by the
employees was noted by the Company.

BOARD OF DIRECTORS
Board Composition

The Board currently comprises seven members including three
executive Directors, one non-executive Director and three
independent non-executive Directors:

Executive Directors:

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

Mr. Jiang Xin, Chief Executive Officer

Mr. Cho Yu Chung

Non-executive Director:
Mr. Fan Yajun

Independent Non-executive Directors:

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

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

Mr. Fan Yajun was re-designated as non-executive Director with
effect from 12 April 2016. Mr. Cho Yu Chung was appointed
as executive Director with effect from 28 September 2016.
Mr. Jiang Xin was appointed as executive Director and Chief
Executive Officer and Mr. Jiang Lei resigned as executive
Director and Chief Executive Officer both with effect from 22
December 2016.

The biographical information of the Directors are set out in the
section headed “Directors and Senior Management” on pages
29 to 33 of the annual report for the year ended 31 December
2016. The relationships between the Directors are disclosed
therein.
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Chairman and Chief Executive Officer

The positions of Chairman and Chief Executive Officer are held
by Mr. Jiang Quanlong and Mr. Jiang Xin respectively. Mr. Jiang
Xin was appointed as Chief Executive Officer when Mr. Jiang
Lei resigned from such position on 22 December 2016. 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.

Independent Non-executive Directors

During the year ended 31 December 2016, the Board at all
times met the requirements of the Listing Rules relating to
the appointment of at least three independent non-executive
Directors representing at least one-third of the Board with one
of whom possessing appropriate professional qualifications or
accounting or related financial management expertise.

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.

Appointment and Re-election of Directors

The non-executive Director of the Company has entered into a
service contract with the Company which is renewable from year
to year until terminated by either party with 3 months’ notice
in writing served on the other side. 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.

16 Pan Asia Environmental Protection Group Limited ¢ 2 BREBAR QT

EFERTHAR

TERITBARBIE DRI RELEER
BEAERE - BEEER T RF+
AT REREAERETRARK
BRI -  TFERELREN I
BEREREREZTSEMEF - TR
BRBIRNARRNEHER - BFER

REBREE -

BYFIITES

BE-E-AFT-A=+—BLEE
EFE-ENTLTARNEREEELSS
EBVENTEFLEEFRAREL=
Hrz— MAR—RBIFNTEFAR
BELSELARREH RN ERE
£ MANBE -

ARFEWEISBIIFNTERREL™
HRAIES BRI EB L 1 HE 5 B 1t
BHNFERRE - ARARR - 2B
MIFRITERHEBEL -

EENRAERER

RRABFRTERDHARARZLRB A
#oBEATES BEEEA-TTRE—
FEE=EASERMAELL - ARFEE
THNTESHRBZEESERE X
REAKER—TRAS—HEL=EANH
EEBATIALL -



Corporate Governance Report

The Company’s Articles of Association provides that all Directors
appointed to fill a casual vacancy shall be subject to election by
shareholders at the first general meeting after appointment.

Under the Articles of Association of the Company, at each
annual general meeting, one-third of the Directors for the time
being, or if their number is not three or a multiple of three, the
number nearest to but not less than one-third shall retire from
office by rotation provided that every Director, including those
appointed for a specific term, shall be subject to retirement by
rotation at least once every three years. The retiring Directors
shall be eligible for re-election.

Responsibilities of the Board

The Board should assume responsibility for leadership and
control of the Company and is collectively responsible for
directing and supervising the Company’s affairs.

The Board directly, and indirectly through its committees,
leads and provides direction to management by laying down
strategies and overseeing their implementation, monitors the
Group’s operational and financial performance, and ensures
that sound internal control and risk management systems are in
place.

All Directors, including non-executive Director and 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.

The independent non-executive Directors are responsible for
ensuring a high standard of regulatory reporting of the Company
and providing a balance in the Board for bringing effective
independent judgement on corporate actions and operations.

All Directors have full and timely access to all the information
of the Company and may, upon request, seek independent
professional advice in appropriate circumstances at the
Company’s expenses for discharging their duties to the
Company.

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.
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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.

The Company has arranged appropriate insurance coverage on
Directors’ and officers’ liabilities in respect of any legal actions
taken against Directors and senior management arising out of
corporate activities. The insurance coverage would be reviewed
on an annual basis.

Continuous Professional Development of Directors

The existing Directors are continually updated with the legal and
regulatory developments, the market changes and the business
activities and development of the Company to ensure that their
contribution to the Board remains informed and relevant.

Every newly appointed director has received formal,
comprehensive and tailored induction on the first occasion of
his/her 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.

Directors should participate in appropriate continuous
professional development to develop and refresh their
knowledge and skills. Internally-facilitated briefings for Directors
would be arranged and reading material on relevant topics
would be provided to Directors where appropriate. All Directors
are encouraged to attend relevant training courses at the
Company’s expenses.

During the year ended 31 December 2016, Mr. Leung Shu
Sun, Sunny had attended a seminar which was organized by
a law firm in relation to the updates on the Listing Rules and
disclosure requirements. Mr. Leung had also read publications
relating to internet finance and investment in the adverse
market. Professor Wang Guozhen had attended a training
session for independent directors which was organized by
Shanghai Securities Co., Ltd. (L& 5 GR AT 2R 7). Professor
Wang had also read various chapters relating to fund, company
listing, reasons for the appointment of independent directors
for listed companies, and the establishment, development and
requirements of listing on the Stock Exchange.

Relevant reading materials including legal and regulatory
updates and seminar handouts have been provided to the
Directors for their reference and studying and the Directors have
read the materials.
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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 specific written terms of reference which deal clearly with
their authority and duties. 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 list of the chairman and members of each Board committee
is set out under “Board of Directors” on page 15 of this
Corporate Governance Report.

Audit Committee

The terms of reference of the Audit Committee are of no less
exacting terms than those set out in the CG Code.

The main duties of the Audit Committee are to assist the Board
in reviewing the financial information and reporting process,
risk management and internal control systems, effectiveness
of the internal audit function, scope of audit and appointment
of external auditor, and arrangements to enable employees of
the Company to raise concerns about possible improprieties
in financial reporting, internal control or other matters of the
Company.

During the year ended 31 December 2016, the Audit Committee
held two meetings to review the annual financial results and
reports in respect of the year ended 31 December 2015 and
the interim financial results and reports for the period ended
30 June 2016 and significant issues on the financial reporting,
operational and compliance controls, the effectiveness of the
risk management and internal control systems and internal audit
function, appointment of external auditor, engagement of non-
audit services and relevant scope of works and arrangements
for employees to raise concerns about possible improprieties.

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

The terms of reference of the Remuneration Committee are of
no less exacting terms than those set out in the CG Code.

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, the 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.

During the year ended 31 December 2016, the Remuneration
Committee held three meetings to review and make
recommendation to the Board on the remuneration policy and
structure of the Company and the remuneration packages of the
executive Directors, senior management, the newly appointed
Directors and other related matters.

Details of the remuneration of the senior management by band
are set out in note 11 in the notes to the audited financial
statements for the year ended 31 December 2016.

Nomination Committee

The terms of reference of the Nomination Committee are of no
less exacting terms than those set out in the CG Code.

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.
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In assessing the Board composition, the Nomination Committee
would take into account various aspects as well as factors
concerning Board diversity as set out in the Company’s Board
diversity policy, including but not limited to gender, age, cultural
and educational background, professional qualifications, skills,
knowledge and industry and regional experience etc. 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, 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.

During the year ended 31 December 2016, the Nomination
Committee held three meetings to review the structure, size
and composition of the Board and the independence of
the independent non-executive Directors, to consider the
qualifications of the retiring directors standing for election at
the annual general meeting and to consider and recommend
to the Board on the appointment of Messrs. Jiang Xin and Cho
Yu Chung as executive Directors and re-designation of Mr. Fan
Yajun as non-executive Director. The Nomination Committee
considered an appropriate balance of diversity perspectives of
the Board is maintained.

Corporate Governance Functions

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

During the year, the Board had 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.
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ATTENDANCE RECORDS OF DIRECTORS

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 2016 is set out in the

EFHFS

REENEBE_ZT-R"Ft-_A=1—H
LHFEERTNEZERNEZTZBREHEMN
RARRRRAEGWHFECEHIN DT

table below:

Attendance/Number of Meetings

Audit
Name of Director R4 Board Committee
EEg FHEAE
Jiang Quanlong BRiE 5/5  N/ATER
Jiang Lei (resigned on B2 (RZ2—RF
22 December 2016) +-A-t+-HE{) 44 NIATER
Jiang Xin (appointed on BE (RZZ—1F
22 December 2016) +-AZ+-REZH) 01 NATER
Cho Yu Chung (appointed on  EFE (RZZ—~%F
28 September 2016) NAZTN\REZE) 11 NATER
Fan Yajun BHE 5/5  N/ATEF
Lai Wing Lee FEKH 5/5 2/2
Leung Shu Sun, Sunny 2R 5/5 2/2
Wang Guozhen TEYZ 5/5 2/2

HERE SERB
Annual
Remuneration Nomination General
Committee Committee Meeting
FHERE REERE BRFRAEXE
3/3 3/3 0/1
N/ATNER N/AZ i A N/ATiE A
N/ATNE A N/AZ i A N/ATiE A
N/ATE A N/AZ i A N/ATiE A
N/ATNER N/ATNE A 0/1
3/3 3/3 0/1
3/3 3/3 1/1
3/3 3/3 1/1
FN-BREREFEFHRIN EFETEH

Apart from regular Board meetings, the Chairman also
held meetings with the non-executive Directors (including
independent non-executive Directors) without the presence of
executive Directors during the year.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board acknowledges its responsibility for the risk
management and internal control systems and reviewing their
effectiveness. Such systems are designed to manage rather
than eliminate the risk of failure to achieve business objectives,
and can only provide reasonable and not absolute assurance
against material misstatement or loss.

The Board has the overall responsibility for evaluating and
determining the nature and extent of the risks it is willing to
take in achieving the Company’s strategic objectives, and
establishing and maintaining appropriate and effective risk
management and internal control systems.
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The Audit Committee assists the Board in leading the
management and overseeing their design, implementation and
monitoring of the risk management and internal control systems.

The Company has developed and adopted various risk
management procedures and guidelines with defined
authority for implementation by key business processes and
office functions, including project management, sales and
leasing, financial reporting, human resources and information
technology.

All divisions conducted internal control assessment regularly to
identify risks that potentially impact the business of the Group
and various aspects including key operational and financial
processes, regulatory compliance and information security. Self-
evaluation has been conducted annually to confirm that control
policies are properly complied with by each division.

The management, in coordination with division heads, assessed
the likelihood of risk occurrence, provide treatment plans,
and monitor the risk management progress, and reported to
the Audit Committee and the Board on all findings and the
effectiveness of the systems.

The management has reported to the Board and the Audit
Committee on the effectiveness of the risk management and
internal control systems for the year ended 31 December 2016.

The Company has engaged external professional firm
for providing the internal audit function and performing
independent review of the adequacy and effectiveness of the
risk management and internal control systems. The internal
audit function examined key issues in relation to the accounting
practices and all material controls and provided its findings and
recommendations for improvement to the Audit Committee.

CHEABE

BERZEEMYEESRRERTELE
BELESRT ERMEERREELA
ERESIERAR o

ARAEHIEMEAZARREREF R
1Sl WEBHAMNRE S XL RE kA
B (BREEEE HEME ¥B
E$R - ANERRAE BRI FTHIREHRE

= ©

B EBFIITE TP ER AT R] - DARER
AREFEASEXGLEREEZERY
BRiE  BEARREELE2ERNZES
EEBERR - SRS FETA T
fly - ARERZE B TIEHIEUR -

EEEREAPIEEHERS @ FHEEE
[\ B == 1 RO T B M S SR PR ST A B I B
RBRERERRF AR —BBRERMZR
BHMBEAEZZEEREZTSHFLR

’leto

EHEEBOREREIERNIPEIE RS NE
EZE-RE+_A=+—HBIFEZK
REBEFEREZEZESEHRE -

ARFE RN ER R RIRH AR ER
DA LA EIE M AMEERGED
MR ERBETELEZ - BRI A
ERAREEERLMBEERENEZE
AEE - hAEZZEeRHEEZEAR
RMCEHRBESR -

Annual Report 2016 « =& — XEER 23



Corporate Governance Report
SRERRE

The Board, as supported by the Audit Committee as well as the
management report and the internal audit findings, reviewed
the risk management and internal control systems, including
the financial, operational and compliance controls, for the year
ended 31 December 2016, and considered that such systems
are effective and adequate. The annual review also covered
the financial reporting and internal audit function and staff
qualifications, experiences and relevant resources.

Arrangements are in place to facilitate employees of the
Company to raise, in confidence, concerns about possible
improprieties in financial reporting, internal control or other
matters of the Company.

The Company has developed its disclosure policy which
provides a general guide to the Company’s Directors, officers,
senior management and relevant employees in handling
confidential information, monitoring information disclosure and
responding to enquiries.

Control procedures have been implemented to ensure that
unauthorized access and use of inside information are strictly
prohibited.

DIRECTORS’ RESPONSIBILITY IN RESPECT OF
THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing
the financial statements of the Company for the year ended 31
December 2016.

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 68 to
77.
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AUDITORS’ REMUNERATION

An analysis of the remuneration paid to the external auditors of
the Company in respect of audit services and non-audit services
for the year ended 31 December 2016 is set out below:

Service Category AR#E xR
Audit Services FrH RS
Non-audit Services IR RS
- Review of accounts for the —BREE_ZT—RF
period ended 30 June 2016 ANA=1+H81E
HIE IR B
— Review results announcement —EWEERE

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 Rules
during the year ended 31 December 2016.

SHAREHOLDERS’ RIGHTS

The Company engages with shareholders through various
communication channels and a shareholders’ communication
policy is in place to ensure that shareholders’ views and
concerns are appropriately addressed. The policy is regularly
reviewed to ensure its effectiveness.

CHEABE

1% Y Bl 5 A

BE_ZT-R"ET_A=1t—HLFER
AR RINEZ BN S B B E AT IR K 3F
FiREOME o AT

Fees Paid/Payable
2ft BB

Equivalent to
approximately

SR

HK$'000 RMB'000
BETT AR T
1,330 1,152
430 373

50 43
1,810 1,568

NEWE

EFZSRBEARARABEREARN L EEST
EARAURE AR TRIERNERES
REME BE_ZT-—R"F+-_A=1—
HIEFE BEADET EMRANES.29
ERERSI M FRIFDIRE

R SRAEF

RRNBIAZEBBRBEBRERE - KR

BABRRTEEEE  BRBRE RN
TEERIZEHR - ZBORE B

AMERITZ B R

Annual Report 2016 « =& — XEER 25



Corporate Governance Report
SRERRE

To safeguard shareholder interests and rights, separate
resolution should be proposed for each substantially separate
issue at general meetings, including the election of individual
Director. All resolutions put forward at general 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 general meeting.

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 (21) 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 Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong 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.
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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.

Putting Forward Enquiries to the Board

For putting forward any enquiries to the Board of the Company,
shareholders may send 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: (852) 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 office of the Company, if any,
and provide their full name, contact details and identification in
order to give effect thereto. Shareholders’ information may be
disclosed as required by law.
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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. At
the annual general meeting, directors (or their delegates as
appropriate) are available to meet shareholders and answer their
enquiries.

During the year under review, the Chairman of the Board was
unable to attend the annual general meeting held on 3 June
2016 due to a business trip. He will use his best endeavours to
attend all future shareholders’ meetings of the Company.

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 64, is the Chairman of the Board
and an executive Director. He was appointed as Director
in August 2006. He is also a member of the Nomination
Committee and the Remuneration Committee. He has over 15
years of experience in China’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 (Stock Code: 769)
(“China Rare Earth”), the shares of which are listed on the Main
Board of the Stock Exchange. Mr. Jiang is the father of Mr.
Jiang Xin, an executive Director and Chief Executive Officer of
the Company, and father of Mr. Jiang Lei, both being controlling
shareholders of the Company. He is also a director of Praise
Fortune Limited, controlling shareholder of the Company.

Mr. Jiang Xin, aged 31, is an executive Director and Chief
Executive Officer of the Company. He was appointed as an
executive Director in December 2016. He is currently the general
manager of China Rare Earth, the shares of which are listed on
the Main Board of the Stock Exchange. He joined China Rare
Earth in August 2008 and was promoted to the present position
of general manager in August 2012. Mr. Jiang Xin obtained a
bachelor’s degree in arts majoring in international business,
finance and economics from University of Manchester in June
2006 and a bachelor’'s degree in arts majoring in business
studies from University of Wales in July 2008. Mr. Jiang Xin is
a son of Mr. Jiang Quanlong, Chairman and executive Director,
and brother of Mr. Jiang Lei, controlling shareholder of the
Company.

Mr. Cho Yu Chung, aged 48, is an executive Director. He
was appointed as executive Director in September 2016. Mr.
Cho is currently the managing partner of Atrium Asia Group of
Companies. He has over 20 years’ experience in investments,
fund management, corporate management and mergers and
acquisitions. From 2013 to 2015, he served as the president
commissioner of PT Sarana Meditama Metropolitan Tbk, a
hospital-management company which shares are listed in the
Indonesia Stock Exchange. Mr. Cho graduated from University
of Texas at Austin, the United States, with double bachelor’s
degrees in computer engineering and mathematics in 1991
and obtained a master’s degree in engineering from the same
university in 1992.
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Non-Executive Director

Mr. Fan Yajun, aged 49, is a non-executive Director. He
was appointed as executive Director in March 2007 and
was re-designated as a non-executive Director on 12 April
2016. Mr. Fan 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, the shares of which are
listed on the Main Board of the Stock Exchange.

Independent Non-Executive Directors

Mr. Lai Wing Lee, aged 77, has been appointed as an
independent non-executive Director 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.

Mr. Leung Shu Sun, Sunny, aged 54, has been appointed as
an independent non-executive Director 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
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Directors and Senior Management

Xiwang Sugar Holdings Company Limited (now known as
Xiwang Property Holdings Company Limited) (Stock Code:
2088), the shares of which are listed on the Main Board of the
Stock Exchange. From 2001 to date, he has been 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 (Stock Code: 1266), the shares of which are
listed on the Main Board of the Stock Exchange since February
2012. He was appointed as an independent non-executive
director of China Art Financial Holdings Limited (Stock Code:
1572), the shares of which are listed on the Main Board of the
Stock Exchange on 14 October 2016.

Professor Wang Guozhen, aged 81, has been appointed as
an independent non-executive Director since December 2007.
He is a member of the Audit Committee, Nomination Committee
and Remuneration Committee. Since October 1980, Professor
Wang was the chairperson of the Environment Protection
Specialist Commission of the Chinese Society of Rare Earths
and he became a consultant afterwards. 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. Professor Wang was appointed
as an expert of the Expert Group of the Association of China
Rare Earth Industry on 8 April 2014. He graduated from the
Department of Chemical Engineering of Tianjin University with a
major in physical chemistry of metals. 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, the shares of which are listed on the
Main Board of the Stock Exchange. From 1 December 2012
to 10 September 2015, 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 (Stock Code: 600392), the shares of which are listed on
the Shanghai Stock Exchange. On 13 March 2015, he was
appointed as senior expert consultant of rare earth projects of
China Enfi Engineering Corporation for a period of three years.
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SENIOR MANAGEMENT

Mr. Wan San Fai, Vincent, aged 43, 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 compliance and reporting
obligations of the Group. Mr. Wan has more than 20 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. Huang Wei, aged 33, is the vice general manager of
Wuxi Pan Asia. He has about 10 years of experience in EP
technology. He joined the Group in 2010 and is responsible
for the WWCB 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 46, is the vice general manager of Wuxi
Pan Asia. He has more than 10 years of experience in sales
and project management. He joined the Group in 2003 and is
responsible for sales and marketing of WWCB. Before joining
the Group, he was a sales manager of Yixing Xingda Catalyst
Factory. He graduated from Dapu Middle School in Yixing City.
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Mr. Wu Dongping, aged 34, is the financial controller of Wuxi
Pan Asia. He has about 10 years of experience in financial
management. He joined the Group in May 2014. Before joining
the Group, he was a finance manager of Yixing AGC Ceramics
Company Limited. He graduated from the Huaiyin Institute of
Technology, majoring in accountancy.

Mr. Shen Mingming, aged 61, 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 35, 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.
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The Board is pleased to present their annual report together
with the audited consolidated financial statements of the Group
for the year ended 31 December 2016.

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 sales of pipes, water
treatment and flue gas treatment products and equipment, as
well as undertaking of EP construction engineering projects and
manufacture and sales of EP construction materials in the PRC.

BUSINESS REVIEW

A business review of the Group is set out in the sections
headed “Management Discussion and Analysis” on pages 9
to 13 and “Environmental, Social and Governance Report” on
pages 48 to 67 of this annual report.

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 BARFP
Five largest customers in aggregate AREF#HES
The largest supplier BAMIER

hAHER AR

Five largest suppliers in aggregate

None of the Directors, their close 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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FINANCIAL STATEMENTS

The profits of the Group for the financial year ended 31
December 2016 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 78 to 215.

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2016 (2015: Nil) as the capital
will be reserved for the development of the Group’s business
operations.

DISTRIBUTABLE RESERVES

Profit attributable to equity holders of the Company, before
dividends, of RMB75,443,000 (2015: RMB69,860,000) have
been transferred to reserves. Other movements in reserves are
set out in note 30 to the financial statements.

As at 31 December 2016, the distributable reserve of the
Company amounted to approximately RMB752,009,000 (2015:
RMB762,252,000).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the
Group during the financial year are set out in note 15 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 29 to the financial
statements.

DIRECTORS
The Directors during the financial year were:

Executive Directors
Mr. Jiang Quanlong (Chairman)
Mr. Jiang Xin (Chief Executive Officer)
(appointed on 22 December 2016)
Mr. Jiang Lei (Chief Executive Officer)
(resigned on 22 December 2016)
Mr. Cho Yu Chung (appointed on 28 September 2016)
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Non-executive Director
Mr. Fan Yajun (re-designated as non-executive Director
on 12 April 2016)

Independent Non-executive Directors
Mr. Lai Wing Lee

Mr. Leung Shu Sun, Sunny

Professor Wang Guozhen

Mr. Fan Yajun shall retire from the office as non-executive
Director and Professor Wang Guozhen shall retire from the office
as independent non-executive Director at the forthcoming AGM
in accordance with article 108(A) of the Articles of Association.
In addition, Mr. Cho Yu Chung and Mr. Jiang Xin who have
been appointed by the Board on 28 September 2016 and 22
December 2016 respectively shall hold office until the AGM
pursuant to article 112 of the Company’s Articles of Association.
All the above directors, being eligible, will 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 AGM
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’ PERMITTED INDEMNITY PROVISION

Under the Company’s Articles of Association, every Director or
officer of the Company acting in relation to any of the affairs of
the Company shall be indemnified and secured harmless out
of the assets and profits of the Company from and against all
actions, costs and damages which he may incur or sustain in
the execution of the duties of his office or otherwise in relation
thereto. Such provision is in force during the year under review
and as of the date of this annual report.
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DIRECTORS’/CONTROLLING SHAREHOLDERS’
INTERESTS IN CONTRACTS OF SIGNIFICANCE

Save for the information disclosed in “Related Party
Transactions” in note 34 to the financial statements, no
transaction, arrangement or contract of significance in which a
Director or an entity connected with a Director had a material
interest, whether directly or indirectly, subsisted during or at
the end of 2016, and there was no contract of significance
between the Company or a subsidiary of the Company with the
controlling shareholder or any of its subsidiaries during the year
under review.

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

Neither the Company nor any of its subsidiary purchased, sold
or redeemed any of the Company'’s listed securities during the
year ended 31 December 2016.

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.

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 2016, 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 of interests 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:

Report of the Directors

ESERE

EE ERERREXESHRZ
2

BRI RRMEA EREALR S
PR EE 2 BRI MZB—RFFRALF
EMEFCESAHREEEHENER

BERHEEBEAEDZNR S RHFHXE
REHK - BEREBEFARRBLARRM
B8 % ) 2 AR A SR B L AR AAT BT /BB 8 B L A
ERERAL -

MA  HEREF2FZED
BT

RBEE_Z-RF+_A=+—BLF
€ ARRSEMBARBERA - HE
FIERARE 2 ER ETES

BRZORKBERE

REBEAFRAY  ARFAQFRE
ZEMNMBERMA  ARA—H#ERF L
MHRAIBE THE 2 ARFBRE -

EFRERBITRARRELFN
HHABEEmARD « M5 R
REPzEGRAR

RZE—RFE+ZA=+—H EAR2AE
EREBITRABRARRREBEEE
(EERBEFEFLBAEED ([E5 R
BI&HI]) EXVER) 2By - MR KE
FHRBEAARERARAREESZ RS
Pl 35215 R 17 2 #e 2 B LM AR IFAR
A<y B A K& AN A) Ko B 52 i 2w am B sk
BT

Annual Report 2016 ¢ =2 — XEER 37



Report of the Directors

EEERE

Interests in shares and underlying shares of the Company

RAEXRRGREBERG 2B
Approximate
Equity percentage
derivatives of issued
(share option) share capital
BASTET R HEBITRA
(BIRAE) ZBRED
(Notes 1 and 3)
(Kiat1%3)
400,000 (L) 0.05%
42.45%
0.24%
5,000,000 (L) 0.60%
1,000,000 (L) 0.12%
1,000,000 (L) 0.12%
1,000,000 (L) 0.12%

Number of
Name of Director Nature of interest shares held
Y Eatg BFERGEAR
(Note 1)
(Hrit1)
Mr. Jiang Quanlong Beneficial interest
BRELE BEan
Mr. Jiang Xin Interest of controlled 356,568,000 (L)
Baix corporation (Note 2)
EEEEE RS (Bet2)
Beneficial interest 2,000,000 (L)
BExin
Mr. Fan Yajun Beneficial interest
BERBLE EnEn
Mr. Lai Wing Lee Beneficial interest
FESK A S EnEn
Mr. Leung Shu Sun, Sunny Beneficial interest
R A& EnEn
Professor Wang Guozhen Beneficial interest
TEZHE EnEn
Notes: Bzt

1.

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

These 356,568,000 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 2016
was 601 shares of US$1 each. Mr. Jiang Xin 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.

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 2016, 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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SHARE OPTION SCHEME

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

ended 31 December 2016 were as follows:

Exercise

Price

per

Date of share

Directors Grant gk

Bz REAH (x:3c]

HK$

AT

Mr. Jiang Quanlong 14/5/2008 2.81
BREts

Mr. Jiang Lei (resigned on 14/5/2008 2.81

22 December 2016)
Btk
(2016127228 BHT)

Mr. Fan Yajun 14/5/2008 2.81
BRELE

11/6/2012 0.83

Mr. Lai Wing Lee 14/5/2008 2.81
R

11/6/2012 0.83

Mr. Leung Shu Sun, Sunny 14/5/2008 2.81

11/6/2012 0.83

Vesting
Period
GRS

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

Exercise
Period

TSR

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

14/5/2009 to
13/5/2018
11/6/2013 to
10/6/2022
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Number of Share Options

BREHE

Exercised/
Cancelled/ Balance
Balance Lapsed as at
as at during  31/12/2016
1/1/2016  Granted the year R®
R® during RER  ZB-1%¥
ZE-5E  theyear BFfE/ T4
-B-H RER  BE#®/  =t-B
28 ERi BXN a3
400,000 - - 400,000
400,000 - - 400,000
2,500,000 - - 2,500,000
2,500,000 - - 2,500,000
500,000 - - 500,000
500,000 - - 500,000
500,000 - - 500,000
500,000 - - 500,000
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Exercise
Price
per
Date of share  Vesting Exercise
Directors Grant Bl Period Period
B2 REAH 18E BES TEHH
HK$
AT
Professor Wang Guozhen 14/5/2008 2.81  14/5/2008t0  14/5/2009 to
TEVHE 13/5/2009 13/6/2018
11/6/2012 0.83 11/6/2012to  11/6/2013 to
10/6/2013 10/6/2022
Continuous contract 14/5/2008 281 14/5/2008 to  14/5/2009 to
employees 13/5/2009 13/5/2018
RU&HER 11/6/2012 0.83 11/6/2012t0  11/6/2013 10
10/6/2013 10/6/2022
Total
#it

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.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme disclosed above, no equity-
linked agreements were entered into by the Company, or
existed during the year under review.
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Number of Share Options

BREHE
Exercised/
Cancelled/ Balance
Balance Lapsed as at
as at during  31/12/2016
1/1/2016  Granted the year iy
R® during RER  ZB-RX

ZE-XE  theyear B/ T4
-A-H RER B/ =t-H
a3 ERE 2AN a3
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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 2016, 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 of interests required to

be kept by the Company under section 336 of the SFO: WmEOAB AT
Interests in the shares and underlying shares of the RAEATRMGREERG &R
Company
Approximate
Equity percentage of
derivatives issued share
Number of (share option) capital
Name Nature of interest shares held RASTEIR EERTRAE
£ BEME FRAEE (BRE) ZBREDL
(Note 1) (Note 1)
(Hit1) (Hist1)
Praise Fortune Limited Beneficial interest 356,568,000 (L) 42.45%
Ban
Mr. Jiang Lei Interest of controlled corporation 356,568,000 (L) 42.45%
BEisE REHEEER (Note 2)
(Hiit2)
Beneficial interest 582,000 (L) 0.07%
Bakn
Beneficial interest 400,000 (L) 0.05%
Ms. Li Jingru (Note 3) Interest of spouse 358,568,000 (L) 42.69%
FETL (fi23) [T 3o
Ms. Chai Yongping (Note 4) Interest of spouse 357,150,000 (L) 42.52%
xRt (fit4) iR
Interest of spouse 400,000 (L) 0.05%
[T S
Avenue Asset Management Investment manager 250,000,000 (L) 29.76%
Limited (Note 5) REKRE
(Hiits)
Avenue Multi-Strategy Fund SPC Beneficial interest 250,000,000 (L) 29.76%
on behalf of Avenue Enkn
Multi-Strategy Fund Segregated
Portfolio 1 (Note 5)
(Hiits)
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Notes:

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 2016 was 601
shares of US$1 each. These 601 shares were owned as to 300
shares being approximately 49.92% by Mr. Jiang Xin, an executive
Director, 300 shares being approximately 49.92% by Mr. Jiang Lei
and 1 share being approximately 0.16% by Ms. Qian Yuanying.
Mr. Jiang Quanlong, an executive Director is a director of Praise
Fortune Limited. Under the SFO, Mr. Jiang Xin and Mr. Jiang Lei
were deemed to be interested in the shares held by Praise Fortune
Limited.

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.

These 250,000,000 shares were beneficially owned by Avenue
Multi-Strategy Fund SPC on behalf of Avenue Multi-Strategy
Fund Segregated Portfolio 1. Avenue Asset Management Limited
was interested in these 250,000,000 shares in the capacity of
investment manager.

Save as disclosed above, as at 31 December 2016, 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.

MANAGEMENT CONTRACTS

No contracts, other than the service contracts of the Directors
or any person engaged in the full-time employment of the
Company, 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.
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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
close 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;

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 close 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;

(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
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(i)  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 2016.

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.

Benxi Fanya Environmental Heat & Power Co., Ltd. (“Benxi
Fanya”) is owned as to 49% by Asia Global Tech Group
Limited (“AGT (HK)”), and as to 51% by Benxi (Asia) Thermal
Technology Company Limited (“Benxi Asia”) (beneficially
owned as to 90% and 10% by Ms. Qian Yuanying (the spouse
of Mr. Jiang Quanlong) and Mr. Fan Xinyang (son of Mr. Fan
Yajun)). AGT (HK) is beneficially owned as to 54%, 18%, 18%
and 10% by Ms. Qian Yuanying, Mr. Jiang Lei, Mr. Jiang Xin
(both of whom are sons of Mr. Jiang Quanlong) and Mr. Fan
Xinyang respectively. The permitted business scope on the
business licence of Benxi Fanya includes, among others, heat
supply, electricity generation, operation and construction of
pipeline. 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
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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, a company whose
securities are listed on the Main Board of the Stock Exchange.
China Rare Earth 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 China Rare Earth 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.

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 2016.
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As the controlling shareholders namely, Praise Fortune Limited,
Mr. Jiang Lei and Mr. Jiang Xin and Mr. Jiang Quanlong as a
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 216 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 9 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.
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CHANGES IN DIRECTORS’ INFORMATION

Changes in information of Directors which are required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules are
set out below:

1. Mr. Jiang Quanlong ceased to be the sole director of
Praise Fortune Limited and is now a director of Praise
Fortune Limited. He is the father of Mr. Jiang Xin who
was appointed as executive Director and Chief Executive
Officer of the Company with effect from 22 December
2016.

2. Mr. Leung Shu Sun, Sunny was appointed as an
independent non-executive director of China Art Financial
Holdings Limited (Stock Code: 1572) (the shares of which
are listed on the Main Board of the Stock Exchange) on
14 October 2016.

AUDITOR

The consolidated financial statements for the years ended 31
December 2014 and 2015 were audited by Crowe Horwath (HK)
CPA Limited. Crowe Horwath (HK) CPA Limited has resigned
as the auditor of the Group with effect from 24 January 2017.
Ascenda Cachet CPA Limited was appointed as auditor of the
Group with effect from 24 January 2017 and to hold office until
the conclusion of next annual general meeting.

The consolidated financial statements for the year ended 31
December 2016 have been audited by Ascenda Cachet CPA
Limited. Ascenda Cachet CPA Limited will retire and, being
eligible, offer themselves for re-appointment. A resolution for the
re-appointment of Ascenda Cachet CPA Limited as auditor of
the Company will be proposed at the forthcoming AGM.

On behalf of the Board
Jiang Quanlong
Chairman

Hong Kong, 30 March 2017
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ABOUT THIS REPORT

The Group focuses on its core business in EP services
and provision of green construction materials. This first
Environmental, Social, and Governance (“ESG”) Report
outlines our approaches, commitment and strategies to
sustainability and highlights our environmental and social
performance. The reporting period is from 1 January
2016 to 31 December 2016. We have followed the ESG
Reporting Guide under Appendix 27 of the Main Listing
Rules Chapter 13.91 of The Hong Kong Exchanges and
Clearing Limited. Additional information in relation to the
Group’s corporate governance and financial performance
can be found in other sections of this Annual Report.

This ESG Report covers the ESG performance of
our operating plants and offices in Yixing, Jiangsu
Province, PRC and the headquarters in Hong Kong.
Throughout this report, we focus on the aspects that are
material to stakeholders including clients, communities,
employees, institutions, governments, non-governmental
organizations, shareholders, subcontractors, suppliers
and industry associations, who are critical to the Group’s
access. The Group is working to create sustainable growth
for the benefit of all our stakeholders. Those aspects and
key performance indicators (“KPI”) defined in the ESG
Reporting Guide which are considered to be relevant and
material to the Group’s business and operation will be
presented under the four subject areas: Environmental
Protection, Employment and Labour Practices, Operational
Practices, and Community Contribution. A complete list of
index in compliance with the ESG Reporting Guide is also
available at the end of this Report for reference.’

We are committed to maintaining a long-term partnership
with our stakeholders and are actively engaged in
addressing their concerns with follow-up actions. If you,
as one of our stakeholders, have any questions about the
content of the ESG Report or comments on the Group’s
sustainability issues, please feel free to contact us via
info@paep.com.cn.
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Environmental, Social and Governance Report

“GO GREEN” BUSINESS

The Group provides tailor-made EP solutions to customers
who have specific requirements of water or air treatment
systems based on their industry standards. Our clients
include, but not limited to, power plants, non-ferrous
metals producers and coal-fired power plants. We are
dedicated to assist our clients to achieve their goals
of significant reduction of greenhouse gases and other
pollutants. We continue to pursue the importance on
environmental protection aligned with “The Thirteen
Five-Year Plan” initiated by the Central Government. The
plan requires a greater reduction in emissions of pollutants,
and heavily emphasizes the need to improve water and air
quality for which the Group continuously supports. Since
the EP industry is one of the strategic emerging industries
highlighted in the “Thirteen Five-Year Plan”, the Group, as
a pioneer service provider in the EP industry, believes that
these strategies will accelerate the development of the EP
industry in China.

With the goal of “leading the industrial industry forward,
saving social resources and providing favorable living
environment”, the Group has introduced exclusive
state-of-the-art technology and equipment and put
into operation lines of WWCB which are environmental
friendly, energy saving, sound absorbing and insulating,
and fire-resistant. As a type of new “green” low-tech
sustainable construction materials, WWCB are made from
eco-friendly, fast-growing timber, non-toxic additives and
cement. They can be reused/recycled several times over
a long lifecycle of more than 400 years, and be converted
back to fundamental elements at the end of lifecycle for
recycling.

The properties of WWCB are summarized as follow:

° Good thermal insulation

° Excellent heat buffering capacity

o Wet and dry rot resistance

o Fire resistance

o Termite/Vermin resistance

° Good sound absorption

o Excellent base for stucco and plaster

° Light weight to handle

° Easy to process in construction

o Relative low energy consumption to produce
o No fossil fuel or binders used

° Limited impact on local natural resources

° No waste product at end of life cycle

o Nice and attractive ‘natural look’ visual appearance
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While the Central Government has placed a high priority
for EP and green building materials accompanied with

continuous active and wide-spread promotion, the Group
keeps trying our utmost efforts to build a sustainable

future.

ENVIRONMENTAL PROTECTION

The Earth, our precious planet, is the most valuable asset
for us. We are accountable for protecting this planet and

building a sustainable future for our generations and their
generations. The Group is committed to upholding high
environmental standards to fulfil relevant requirements
under applicable laws or ordinances during the operation
of the business.

3.1 Gas Emissions

While we are producing eco-friendly building
materials, we are determined to reduce the impact
on environment from our daily operation. The WWBC
production lines imported from the Netherlands are
designed to be energy saving. The Group does not
directly produce greenhouse gas in the operation.
Nevertheless, the Group is committed to actively
minimizing our impact on the environment especially
air quality by implementing several environmental
protection measures in the office and workplace. We
have also taken a variety of measures to strengthen
our environmental performance such as maximization
of the usage of natural sunlight in warehouses by
installing transparent rooftops. Through advanced
technology and efficient management system, we
strive to improve our operational efficiency and have
been able to largely reduce the level of emission.

3.2 Non-Hazardous Waste Management

In general, our operation generates some minor
non-hazardous wastes such as wood fabrics and
trimmed edges of products. Being a responsible
corporate citizen, we are determined to reduce our
impact on the environment as much as possible.
We have therefore set up a workshop for converting
these wastes into building bricks for our internal uses
such as road maintenance.

Pan Asia Environmental Protection Group Limited ¢ 2 BREBAR QT

EHRRBFRIREMARCEMBRE
EEEANBEY NEHEREZHEE
MEST AKRERFBEBHITER
FEBERAARNR -

RIERE

HAEEMRERMZRAEED
BE -BMBEEEREEEER
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3.3 Environmental Performance

In accordance with the ESG Reporting Guide set out
by the Stock Exchange, the data of the “Emissions”
and “Use of Resources” of the Group during the
reporting period of 2016 are tabulated below.

Energy use and emissions Unit
{35 F B iR % 1 B

Electricity &

Unleaded petrol £ #5554
Greenhouse gas emissions
RERBENE

L F+

NO, RE(LY) g%
SO, Z&bHi g%
PM £0% K F g®
Resources use Unit
=AY B
Water 7K mé (3273 K)

Integrating our business into sustainable
development, the Group will continue to strengthen
the environmental protection and strive to build
a green and healthy environment to fulfil our
responsibilities as a responsible corporate citizen.

4. EMPLOYMENT AND LABOUR PRACTICES

4.1

Corporate Policy of Employment and Labour

The Group considers human capital as the most
important asset for our long-term operation and
business development. Through providing a desirable
workplace, continuous training and prospective
career opportunities to our employees, the Group
has put itself in a good position to maintain a robust
business performance and growth.

Our employees are mainly located in Hong Kong
and China. The Group safeguards the rights of
our employees by strictly complying with the
requirements of the Labour Law of Hong Kong and
the Labour Law of the PRC as well as regulations
related to child labour and force labour.

3.3

KWh T FL 4/ NBs

CO.e (Tonne)
—arirREE ()

REAN

194 80 22 P 5 10 R 3
GREAMEEI)  —F—
N 4 [ 45 HA A5 o 18 1 [ 3 )
B [15 F 0 k) BB 51 8
T -

2016
—B—-RF

2,860,659
1,159,383

2,140
15,261
17,043

1,124

2016
—E—RE

35,858

REHEBBRATRFEER -
ARER B AL 4B ISR BR IR AR A
HHEERERENERRE - U
BIORMEREEARNE
£

4. EREZFIER

4.1

EEERRS THE

AEEBANBELRGESERY
EENEBERNREESR
E-BBRREERMEENT
SR - HEBIRERAIR
MBEEE  ARECERELY
MRRRBAXBRERER -

BHANEETEZEMRBERS
BA - AEBEERETEE
BENENPESEENHERR
EURETIRSESHHTEH
BB - ARIERE SRR -
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4.2

Pan Asia Environmental Protection Group Limited ¢ 2 BREBAR QT

We strive to be a caring employer and to fully
comply with the local labour legislations. In China,
we have participated in welfare schemes concerning
pension insurance, unemployment insurance,
maternity insurance, occupational injury insurance
and medical insurance in accordance with the Social
Insurance Law of the PRC (I A R A MEIH &R &
%), as well as housing provident fund contributions
and other local regulations of the PRC. In Hong
Kong, we provide medical insurance, disability and
invalidity coverage, maternity leave, incentive and
bonus to all our full time employees. We have also
participated in the Mandatory Provident Fund (MPF)
Scheme, prescribed by the Mandatory Provident
Fund Schemes Ordinance (Chapter 485 of the Law
of Hong Kong).

Corporate Policy of Recruitment and Training

We believe one of the major elements which drives
our long-term success is the invaluable workforce,
thus we pledge to offer our employees a safe, fair,
discrimination-free, diverse and harmonious work
atmosphere as well as rewarding career path.
The Group aims to uphold a fair and equitable
human resource policy, in which quality and merit
of the candidates are the most important elements
during the recruitment and promotion processes.
We provide equal opportunities to our employees
regardless of race, ethnic background, sexual
orientation, political affiliation, gender identify,
religion, marital status, age, nationality or disability.
We also comply strictly with the Laws of the PRC on
the Protection of Rights and Interests of Women.

We believe that the competence, work experience
and skill-sets of our staff play an important role
in maintaining our operation efficiency. To equip
our staff with appropriate professional skill and
knowledge required for their position, we provide a
wide range of professional skill trainings and personal
development programmes, including in-house
training courses and external training workshops.
Through education and training, the Group can
nurture the employees to elevate their personal
qualities, reinforce their skill-set and keep up with the
most updated professional knowledge.

4.2
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4.3 Corporate Policy of Health and Work Safety 4.3 TERERREZIFRBEER

The Group believes that operating in safe manner
is critical to its long-term success as a leading
company in the EP industry. Successful completion
of projects can only be achieved when our
employees, subcontractors and clients are working
in a healthy and safe workplace. We have identified
three major risks in our warehouse including fire,
working at height, and operation of fork lifts. Safety
induction is provided to all new joiners whereas
safety workshops are held from time to time to raise
the safety awareness among employees. Caution
signals and operation instructions are put up in the
warehouse. We believe that those measures can
enable us a safe workplace.

Strong cohesion is achieved by good and continuous
communication between employees at all level of
operations of the Group. We promote direct channel
of communication among our employees and
managers and to keep them informed of the Group’s
development and strategies. We also organise a
broad range of leisure programmes to promote work
life balance and to enhance the team spirit among
the Group.

AEBRE R2EFHEK
RBRRITERERFNRIK
WEREZ - EE DEER
EFERBEZEMNIESM
tE% - HBELAENZTT - &
BRMWFEAFE - RfINE
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BEFEERNEEE - FER
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EEA BB TIESME R
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4.4 Social Performance

5.1

In accordance with the ESG Reporting Guide set
out by the Stock Exchange, the data of the “Social
Performance” of the Group during the reporting
period of 2016 are tabulated as well as presented in
graphs below.

4.4

HEEXR

$ETFH§§§F&§IJHjEI’]<<f§i% : $i
ghERMmERES)
NEERAANEED Hi/;éf
] BUBF DI Tk »

As at 31 December

2016
RIE—RFE
+=-RA=+—H
Total Workforce as of 31 December 2016 201612 A31HHE TEH 134
Turnover rate by gender (%) EERKILE=ZRMERNE S
Female 7E 9.70
Male XL 22.39
Turnover rate by Age Group (%) EERKILE=ZRFRBRANE S
Under 30 years old 305 AT 19.40
30 - 50 years old 30-505% 9.70
Over 50 years old 5057 A 2.99
Turnover rate by EERKILE=RFRHMES S
Geographical Region (%)
Hong Kong B 0
China A B A i, 32.09
OPERATING PRACTICES ZEIaM
Supply Chain Management 5.1 {HtpEHEEE

Pan Asia Environmental Protection Group Limited ¢ 2 BREBAR QT

We believe the value in ethics, honesty and integrity,
operating in compliance with applicable laws and
regulations. We encourage our business partners to
adopt the best environmental and social practices.
Products and services with environmentally friendly
and socially responsible features will be given
a higher technical score during our assessment
process.

One of our major raw materials, eco-friendly
fast-growing timber, is sourced from suppliers who
support local farmers particularly in the Subei Region
of the northern part of Jiangsu Province where our
factories are located. Through these suppliers, we
contribute our goodwill back to the local community.
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To maintain an outstanding internal control, the
Group has developed a series of management
systems and procedures to be aligned with the
Corporate Governance required by the Hong Kong
Stock Exchange. In addition, the Group encourages
all business partners to develop energy-saving and
consumption-reducing policy in line with our pursuit
of sustainable development.

Corporate Policy of Anti-Corruption

The Group is committed to upholding a high
standard of business ethics, developing a series
of policy of anti-fraud, anti-bribery, anti-extortion
and anti-money laundering with reference to the
Prevention of Bribery Ordinance (Cap 201 of the
laws of Hong Kong). The Group emphasizes the
principle of “Commitment, Assurance of High Quality,
Fair Deals and Faithfulness” such that all employees
perform their duties with utmost level of good faith,
determination and professionalism, and ensure that
the reputation of the Group will not be tarnished
because of misconduct and corruption behavior.

COMMUNITY INVESTMENT

The Group is committed to improving the society through
continuous community involvement. We support the local
community though different means including employee
volunteering and personal donations. Both the Group and
its employees have put their best effort in helping the local
communities and people in need in the society.

5.2
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SEHK ESG GUIDE CONTENT INDEX

Aspects, General
Disclosures and KPlIs
BE- - —HHEER
RBEMER

Aspect A1: Emissions

EEAT Y

General Disclosure

—REE

KPI A1.1
RA S 45 B IEAT A

KPI'A1.2
FABAAUEIRAT.2

Pan Asia Environmental Protection Group Limited ¢ ;ZZIRREBMAR A T

Description

i Fu

Information on:
(@)  the policies; and

(b) compliance with relevant
laws and regulations that
have a significant impact
on the issuer relating to
air and greenhouse gas
emissions, discharges
into water and land, and
generation of hazardous
and non-hazardous
waste

BHBERIAZEREYR - [
KR EHmEES AERES

BEEMHEESH:
(a BE X

(b) BTHEITABEARY
H AR RER KRB E’Jéfﬂ

Types of emissions and
respective emissions data

et 28 M ARBE BE R BUE

Greenhouse gas emissions in
total and, where appropriate,
intensity
BERBAEENE R (WE
mE

&)

7. BiXM (R

HE5) A

Relevant
Section in

ESG Report
BR #HeERER
HRERHERELD

Environmental
Protection
IRIGIRE

Environmental
Protection
RIBR#E

Environmental
Protection
RIBRE

B%5I

Remarks

i e

HERE

A
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Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

KPI A1.3
FABHAUEIRAT.S

KPI A1.4
RABHAAUIEIRAT .4

KPI A1.5
BB IEIRAL.5

KPI A1.6
FASEMUIEIRAT.6

Aspect A2: Use of
Resources

BHEA2: & R{E R

General Disclosure
— e EE

Description
¥ it
Total hazardous waste

produced and, where
appropriate, intensity

FELREREDRER (0
EA) TR

Total non-hazardous waste
produced and intensity
FEABREEZENEERTE

Description of measures to
mitigate emissions and results
achieved

AR HE N8 VR i M AT IS AR
B i it

Description of how hazardous
and non - hazardous wastes
are handled, reduction
initiatives and results achieved
BREEEREZEZEMNT
7 ORIRE £ E /IR IE LTS
SR 3l

Policies on efficient use of
resources including energy,
water and other raw materials
ERERER (BERIR - K
R EMRMEL) BIEER

Relevant
Section in

ESG Report
BR #HERER
HRERHHERED

Environmental
Protection
R

Environmental
Protection
RIBRAE

Environmental
Protection
R

Remarks

o &

The Group has
not identified any
hazardous wastes that
were produced by our
core business

REEBARERZLE
BEEEABEZTERED

No significant non-
hazardous wastes
were produced by our
core business

120 FE TG A EE AR
BEAREZEREY
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Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

KPI A2.1
BB AR R TIRAL 1

KPI A2.2
RABHAUEIRA2.2
KPI A2.3

PRGBS IEIRA2.3

KPI A2.4
PSR IEIRA2 4

KPI A2.5
FABAUIEIRA2.5

Aspect A3:

The Environment and

Natural Resources
EBHEASIRBE N KAER

58 Pan Asia Environmental Protection Group Limited ¢ 2 BREBAR QT

Description

- Fu

Direct and/or indirect energy
consumption by type in total
and intensity
REDNEISNEER /SHEE
gElREREE R E

Water consumption in total
and intensity
BFEKEREE

Description of energy use
efficiency initiatives and
results achieved

BERE A s 5T & P 1E AR
Cofiapus

Description of whether there
is any issue in sourcing water,
water efficiency initiatives and
results achieved

SkERGE A KR =P A R A T RE
AR AR F AR e 5t &l P S
PSR B e il

Total packaging material used
for finished products, and if
applicable, with reference to
per unit produced

MR BEMHNEE R
(WER) BEESUhE

Relevant
Section in

ESG Report
BR #HERER
HRERHHERED

Environmental
Protection
R

Environmental
Protection
IRIGIRE

Environmental
Protection
IREIRE

Remarks

o &

The Group believes
that our water
consumption is mainly
used for domestic
purpose and no issues
have been addressed
at this moment

REERR  FKEF
ERARBERQE "
B B Al AR B R AR

;Eéo

Use of packaging
material is not
applicable to our core
business
BEMFE B A iE B
NS EZLER
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Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

General Disclosure

— R E

KPI A3.1
BB AR WUIETRAS. 1

Aspect B1: Employment
[EHEB1:1EE

General Disclosure

— R E

Description
i akk

Policies on minimizing the
issuer’s significant impact on
the environment and natural
resources
BRBITAHRRERRAEIR
ERERTEBNBE

Description of the significant
impacts of activities on the
environment and natural
resources and actions taken
to manage them

EBEHEIRBERARERDY
BAFERCERNERGHY
B TEIEYHE

Information on:
(@)  the policies; and

(b)  compliance with relevant
laws and regulations that
have a significant impact
on the issuer relating
to compensation and
dismissal, recruitment
and promotion, working

hours, rest periods,
equal opportunity,
diversity, anti -

discrimination, and other
benefits and welfare

EREFMEERE BERE
Tt TERE - BY - FEK
g Zit - RIERIAREHA
GEENEEROR

(a) BOX X

(b) BTHBEITABEARE
HAR BA R R AR BIR B

RE - HBREBHE

Relevant
Section in

ESG Report
BR #HERER
HRERHHERED

Remarks

o &

Environmental
Protection
B

Environmental
Protection
B RE

Employment and
Labour Practices
BERELEIER
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Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

KPI B1.1
PR AR IE1RBT 1

KPI B1.2
RS AR B 1ZEB1.2

Aspect B2: Health and

Safety
[EEB2:EEHRETE

General Disclosure

— R

KPI B2.1
RABRAA IE1EB2.1
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Description

- Fu

Total workforce by gender,
employment type, age group
and geographical region
RIER - BEEE - Ficdrl
KR & 5 e B B2

Employee turnover rate
by gender, age group and
geographical region

R - FEER KR E D
BV fE B KL &

Information on:
(@)  the policies; and

(b)  compliance with relevant
laws and regulations that
have a significant impact
on the issuer relating to
providing a safe working
environment and
protecting employees
from occupational
hazards

BRARELZ 2 TIERERRE

EEREBEEEEN:
(a) HE R

(b) BTHBEITABEARE
MR RA R KRB E R

Number and rate of work-
related fatalities

RI(EBEMIETHAB KL

&

Relevant
Section in

ESG Report
BR #HERER
HRERHHERED

Employment and
Labour Practices

BENSTIER

Remarks

o &

Non-disclosure

TR E

Non-disclosure
it

No work-related
fatalities occurred
during the reporting
period

MR & AR A I A ]
ITEBEMETHL
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Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

KPI B2.2
R AR IEIRB2.2

KPI B2.3
RABAAIEIRB2.3

Aspect B3:
Development and Training
fEHB3: % & M

General Disclosure

— R E

KPI B3.1
BB AR IE1EB3.1

Description

- Fu

Lost days due to work injury

ATEBATIIERR

Description of occupational
health and safety measures
adopted, how they are
implemented and monitored
FRER M E B R 2 FR B 2 2 16 7
N RABERITRER T ENE
it

Policies on improving
employees’ knowledge and
skills for discharging duties at
work. Description of training
activities
FHRRTEEBITIIEREN
AN B AR BV BUR o fE AT
EE

The percentage of employees
trained by gender and
employee category

MR R EBER 58X
BEBEDL

Relevant
Section in

ESG Report
BR #HERER
HRERHHERED

Employment and
Labour Practices

BENSTIER

Employment and
Labour Practices

BEESETIER

Remarks

o &

No lost days due
to work injury were
recorded during the
reporting period

REERRIT EE TS
mMBRITIERENT

Non-disclosure

T
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Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

KPI B3.2
FABEAAIE1RBS.2

Aspect B4: Labour
Standards
EB4:45 T8

General Disclosure

—fRINFE

KPI B4.1
BB AR IE1RBA.1
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Description

- Fu

The average training hours
completed per employee
by gender and employee
category
BURIREESERNE D FHE
8 e X Al F 15 B 8L

Information on:
(@)  the policies; and

(b)  compliance with relevant
laws and regulations
that have a significant
impact on the issuer
relating to preventing
child and forced labour

BB IEE T ohiaHl4 T
(a BR X

(b) MFHBTAAEALE
PR R T A 0 AR

Description of measures to
review employment practices
to avoid child and forced
labour

gt BB B ] B 15 he DA Bk 2
T o4 il 45 T ey st

Relevant
Section in

ESG Report
BR #HERER
HRERHHERED

Employment and
Labour Practices
BEERETIER

Employment and
Labour Practices

ERESETIER

Remarks
fii s

Non-disclosure
it

No such incidents
were reported during
the reporting period
REREARN I |2 HRE
BT -
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Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

KPI B4.2
PR IAIEIRBA.2

Aspect B5: Supply
Chain Management

EmB5: s E R

General Disclosure

—fRINEE

KPI B5.1
BB IE1RB5.1

Description

- Fu

Description of steps taken
to eliminate child and forced
labour practices when
discovered
EEBRERBERGFHRET &
58 1 85 T 1B S0 PR ERER ) 20 BR &Y
et

Policies on managing
environmental and social risks
of the supply chain
EEMHEENREREERAR
PR

Number of suppliers by
geographical region

mitRE DR EREE

Relevant
Section in

ESG Report
BR #HERER
HRERHHERED

Operating
Practices
ZEREY

Remarks

o &

No such incidents
were reported during
the reporting period
RERANI |2 HRE
ST -

134 suppliers, solely
from China, were
contracted for the
core business during
the reporting period
RERBARNE 81345
HE®R (BAREPH)
AR EIFETR
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Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

KPI B5.2
R AR B 1EB5.2

Aspect B6: Product
Responsibility
EEB6:EmE (T

General Disclosure

—RINEE
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Description

- Fu

Description of practices
relating to engaging suppliers,
number of suppliers where
the practices are being
implemented, how they are
implemented and monitored
FRARERHfERNED  mE
HITEMEBEONHEREAE -
ARBBEMNAITRERT
VA

Information on:
(@)  the policies; and

(b) compliance with relevant
laws and regulations that
have a significant impact
on the issuer relating
to health and safety,
advertising, labelling and
privacy matters relating
to products and services
provided and methods
of redress

B B8 PR A EE an M AR 75 O 2 R

HEZR - ELS - ZREEALES
BUARBRTER:
(@ BXE R

b) BTHEITABEATE
HAERE AR KRB E

Relevant
Section in

ESG Report
BR #HERER
HRERHHERED

Operating
Practices
=B

Go-Green
Business
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Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

KPI B6.1
BB AR 1515861

KPI B6.2
FABEAAIE1SB6.2

KPI B6.3
BG4S K IE1RB6.3

KPI B6.4
BASAR K IEIRB6.4

KPI B6.5
FABEAAIEIEB6.5

Aspect B7: Anti-
corruption
EBHEB7:RE5

Description

- Fu

Percentage of total products
sold or shipped subject to
recalls for safety and health
reasons
PESREXERBEHRTAL
FHEEEFIFHMARKNE D
Lt

Number of products and
service related complaints
received and how they are
dealt with

BB E o M AR TS B4R AR 8L
B AR S 7%

Description of practices
relating to observing and
protecting intellectual property
rights
HERERRENBEES B
B 71l B Hd

Description of quality
assurance process and recall
procedures

E ST RE RE®RBYRET
B H it

Description of consumer
data protection and privacy
policies, how they are
implemented and monitored

HBEERRE RALBBUR, A
NABRIBNTT R B = T ARyt

Relevant
Section in

ESG Report
BR #HERER
HRERHHERED

Remarks

o &

Not identified as
material aspect

TMREBRREAZE

Not identified as
material aspect

TREBRRENEE

Not identified as
material aspect
TEEBEREANZE

Not identified as
material aspect

TMEEBRREAZE

Not identified as
material aspect

TREBRRENZE
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Relevant
Aspects, General Section in
Disclosures and KPIs ESG Report
Bm- - —8&HEER Description BE -idgrER
REBREMER i F0) HRERHHERED

General Disclosure Information on: Operating
—AR IR Practices
(a) the policies; and LB

(b)  compliance with relevant
laws and regulations that
have a significant impact
on the issuer relating to
bribery, extortion, fraud
and money laundering

BB LR - 1R - MR
v =0k

(@ BE X

(b) BTHBEITABEARE
HIAERAR KR BIR E R

KPI B7.1 Number of concluded legal -

BSR4 B IEBT 1 cases regarding corrupt
practices brought against the
issuer or its employees during
the reporting period and the
outcomes of the cases
RERAANEEITANHEES
REYEBAENESHARY
BB RFAL

KPI B7.2 Description of preventive Operating
RASRIE UIBIEBT.2 measures and whistle — Practices
blowing procedures, how &iE{&{I
they are implemented and
monitored
By #0458 i R SR ¥RAR 7, DA R AR
BT RERT AR
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Remarks

o &

No concluded legal
cases regarding
corruption practices
were brought against
the issuer or its
employees during the
reporting cases
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BRERKEREN -



Environmental, Social and Governance Report
RIE - HERERERS

Aspects, General
Disclosures and KPIs
BE- - —HHEER
REBREMER

Aspect B8: Community
Investment

BmBs: @&

General Disclosure
— B HEE

KPI B8.1
B A MR 1RBS. 1

KPI B8.2
BB AR IE1RB8.2

Description

- Fu

Policies on community
engagement to understand
the needs of the communities
where the issuer operates
and to ensure its activities
takes into consideration
communities’ interests

B R2ER T BFEEM
EHEFEMBEREERETH
g E B E T S A BUR

Focus areas of contribution
EXEREE

Resources contributed to the
focus areas

EHEIREMEHAER

Relevant
Section in

ESG Report

B -ingRER
HRERHHERED

Community
Investment

HEERE

Remarks

o &

Non-disclosure
TR

Non-disclosure

TR E
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Independent Auditor’s Report
BB A RS

-l

|

Ascenda CACFET

R IR F

INDEPENDENT AUDITOR’S REPORT TO THE

MEMBERS OF PAN ASIA ENVIRONMENTAL PROTECTION
GROUP LIMITED

(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Pan
Asia Environmental Protection Group Limited (the “Company”)
and its subsidiaries (hereinafter collectively referred to as the
“Group”) set out on pages 78 to 215, which comprise the
consolidated statement of financial position as at 31 December
2016, 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 notes to the consolidated financial
statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true
and fair view of the consolidated financial position of the Group
as at 31 December 2016, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics
for Professional Accountants (“the Code”), and we have
fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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Independent Auditor’s Report

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion
on these matters. For each matter below, our description of
how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial
Statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the
risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including
the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying
consolidated financial statements.
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Valuation of the Group’s inventories

BEENFEEE

Refer to notes 2(h) and 39(a) to the consolidated financial statements for the directors’ disclosures of the
related accounting policies, judgement and estimates and note 19 to the consolidated financial statements
for further information.

EEAHSTEE - A AN RBEF2HGES M B|RERME2(0) &39(a) - £—FEMBL2HHEMBEREK
BtzE19 ©

How our audit addressed the Key
Audit Matter

AN EZNAEEBRERSEE

Key Audit Matter
BREREHE

Our procedures in relation to management’s
assessment of the valuation of the Group’s
inventories included, among others, the
followings:

The carrying amount of the Group’s inventories was
approximately RMB197,984,000 as at 31 December 2016.

Management determined the net realisable value of the
inventories by using the estimated selling prices in the ordinary

course of business less the estimated costs of completion and
the estimated costs necessary to make the sale, which involved
significant estimates and assumptions.

The determination of the basis of write down is a significant
judgement based on historical experience of stock losses and
expected future sales prices.

RZF-—A"E+ZA=+—H0 AREFEZREAEODARE
197,984,0007C ©

EEEERBTEBBIZPR G EEBMGEF TR ZRAFET
HEMBZEERA CFRRERBFRERR) BEFEZAZRF
1B -

WREENEENENFEERZ BELRIARAREENE
KA -
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Obtaining an understanding of how
management estimated the net
realisable value of inventories and
evaluating the historical accuracy
of the allowance estimation by
management;

Discussing with management
and assessing the basis of the
management’s estimation of
subsequent selling prices, costs to
completion and costs necessary to
make the sales;
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Independent Auditor’s Report

Valuation of the Group’s inventories (Continued)

BEENFEGEAE)

Key Audit Matter
BREREHE

The Group carried out the inventory review as at 31 December
2016 and concluded that no allowance for write down or
write off of inventories was provided during the year ended 31
December 2016.

Based on the management’s determination of the net realisable
value of the inventories, the management concluded that the
valuation of the Group’s inventories was appropriate as at 31
December 2016.
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il
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How our audit addressed the Key
Audit Matter
AN ERNAEERREREE

e Assessing the methodology and
assumptions used in the calculation
of the net realisable value of the
inventories; and recalculating the
allowance for write down or write off
of inventories;

° Checking, on a sample basis, the
accuracy and relevance of the
selling prices of the inventories
subsequent to year-end, the
costs to completion and the costs
necessary to make the sales; and

e Assessing the sufficiency of
allowance where the estimated net
realisable value was lower than the
cost as at 31 December 2016.
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Impairment of the Group’s trade and other receivables

BEXEENE S RE M EBE

Refer to notes 2(g), 2(j) and 39(a) to the consolidated financial statements for the directors’ disclosures of the
related accounting policies, judgements and estimates and note 20 to the consolidated financial statements

for further information.

EFRAHETEE - HBR G A REFD G A BFRENE2() ~ 20)K39(a) £ — X ENBELREHEHY

TEIRZEHTEE20 -

Key Audit Matter
RBERER

The carrying amount of the Group’s trade and other receivables
(including current and non-current portions) was approximately
RMB926,860,000 as at 31 December 2016.

The impairment of trade and other receivables is estimated by
the management through the application of judgment and use of
assumptions. The Group’s policy for recognition of impairment
on trade and other receivables is based on the evaluation of
collectibility, ageing analysis of accounts and on management’s
judgement. A considerable amount of judgement is required in
assessing the ultimate realisation of these receivables, including
the current creditworthiness and the past collection history of
each debtor.

The Group performed the impairment assessment on
trade and other receivables as at 31 December 2016 and
provided impairment loss on trade receivables and other
receivables amounting to approximately RMB47,131,000
and RMB4,911,000, respectively, during the year ended 31
December 2016. The Group also reversed impairment loss
on trade receivables and other receivables amounting to
approximately RMB130,000 and RMB90,000, respectively,
during the year ended 31 December 2016.

R-ZZE—RF+-A=+—H  BEBZEKEZREMFE
(BiERB KIETEE S ) BREELY A ARE926,860,0007T °

EEERBEMAAGMERRAARKESLEMRERE &
SEENE S R EAMFRIAREER A BRI E R A B R
REREON R EEEHE - FEXEREKBENRRERNFTE
REHE - BRESEBANEREEBEKRLIESE

EEEYH =T /\¢+ A=+—HZREWKRE S REMFIBETT
BEFE  TR-E—AF+_A=+—BULEFEYHEREZI R
Hih5 Eﬁﬁ%% > RIEHR BB O AR 47,131,000 M A R
4,911,000  BHE-ZT—AF+-A=+—HILFE > E&E
N5 Bk FE AR E 5 I H b 5178 [0 8 5 (B & 18 49 A R #130,0007T
& AR #90,0007T °

72 Pan Asia Environmental Protection Group Limited ¢ 2 BREBAR QT

How our audit addressed the Key
Audit Matter
ARBENEERMMEEREEXER

Our procedures in relation to management’s
impairment assessment on the Group’s
trade and other receivables included,
among others, the followings:

e Obtaining an understanding of
how management estimated the
impairment loss on trade and other
receivables and evaluating the
historical accuracy of the allowance
estimation by management;

e Reviewing the ageing analysis
of trade and other receivables
throughout the year to understand
the settlement patterns by the
debtors;
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Impairment of the Group’s trade and other receivables (Continued)
BEFEKE S RE M5 HE R EE)
How our audit addressed the Key

Key Audit Matter Audit Matter

ARFERER FRBGHEZNMTEERRERER
Based on the management’s assessment on the impairment e Testing the key controls of the
of trade and other receivables, the management concluded Group relating to preparation of the
that the impairment loss on trade and other receivables was ageing analysis of trade and other
adequate as at 31 December 2016. receivables and carrying out testing

on the ageing analysis, on a sample
basis, to the source documents;

e  Assessing the basis of management’s
assessment of recoverability of trade
and other receivables with reference
to the management’s evaluation of
debtors’ creditworthiness, debtors’
credit history including default
or delay in payments, debtors’
settlement records, subsequent
settlements from debtors and ageing
analysis of each individual debtor;
and

e Recalculating the amount of impairment
loss on trade and other receivables
and assessing the sufficiency of the
allowances as at 31 December 2016.
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BYZBEHRE

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’'s report
thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement
of this other information, we are required to report that fact. We
have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE FOR
THE CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of the consolidated financial statements that give
a true and fair view in accordance with HKFRSs issued by the
HKICPA 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.

In preparing the consolidated financial statements, the directors
of the Company are responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern
basis of accounting unless the directors of the Company either
intend to liquidate the Group or to cease operations, or have no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.
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Independent Auditor’s Report

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about
whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion solely
to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for
the contents of this report. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted
in accordance with HKSAs will always detect a material
misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations or the override of internal
control.

° Obtain an understanding of internal control relevant to
the audit 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
Group’s internal control.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.
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Conclude on the appropriateness of the directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of
our auditor’s report. However, future events or conditions
may cause the Group to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for
the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance
regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during
our audit.

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with
them all relationships and other matters that may reasonably be
thought to bear on our independence and, where applicable,
related safeguards.
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Independent Auditor’s Report

From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when,
in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

The engagement director on the audit resulting in this
independent auditor’s report is Chan Yuk Tong.

Ascenda Cachet CPA Limited
Certified Public Accountants
Hong Kong, 30 March 2017

Chan Yuk Tong
Practising Certificate Number P0O3723
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GeBEsRkEMEEWER

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

Continuing operations:
Revenue
Cost of sales and services rendered

Gross profit

Other income

Other net loss

Selling and distribution expenses
General and administrative expenses
Other operating expenses

Profit before taxation

Income tax expenses

Profit for the year from
continuing operations

Discontinued operations:

Profit for the year from
discontinued operations

Profit for the year

Other comprehensive (loss)/income

for the year (after tax and
reclassification adjustments)
Item that will not be reclassified
to profit or loss:
- Exchange differences
on translation
of financial statements to
presentation currency

Total comprehensive income
for the year
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FRZER2EHE

Note
(i

~

2016 2015
ZE-RE —T-RF
RMB’000 RMB’000
ARBFT ARETF T

814,346 1,068,593
(597,153) (823,354)
217,193 245,239
17,457 18,089
(4,633) (905)
(38,724) (62,805)
(40,583) (44,797)
(54,797) (55,528)
95,913 99,293
(20,470) (32,472)
75,443 66,821
- 1,996
75,443 68,817
(583) 167
74,860 68,984




Consolidated Statement of Profit or Loss and Other Comprehensive Income

Profit for the year attributable to
owners of the Company arises from:
- Continuing operations
- Discontinued operations

Loss for the year attributable to
non-controlling interests arises from:
- Continuing operations
— Discontinued operations

Total comprehensive income/(loss)
for the year attributable to:
— Owners of the Company
- Non-controlling interests

EARNINGS PER SHARE
Basic earnings per share
- From continuing operations
- From discontinued operations

Diluted earnings per share
- From continuing operations
- From discontinued operations

The notes on pages 84 to 215 form
statements.
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part of these financial

Hit2HRm R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

2016 2015
ZE-R¥F — R4
Note RMB’000 RMB’000
FeE AR%TR ARETT
75,443 66,821
- 3,039
75,443 69,860
- (1,043)
- (1,043)
75,443 68,817
74,860 70,027
- (1,043)
74,860 68,984
RMB cents RMB cents
AR%% ARESH
13
8.98 7.96
- 0.36
8.98 8.32
8.86 7.83
- 0.36
8.86 8.19
FBAEZEF215B 2B AMEHREZ
— 55 -

NEFR 79

Annual Report 2016 ¢ =& —



Consolidated Statement of Financial Position

B MR R

As at 31 December 2016
RZE—RF+=ZHA=+—H

NON-CURRENT ASSETS FERBEIE
Prepaid lease payments BNEERIE
Property, plant and equipment EIN VI E S
Available-for-sale financial asset AHHESREE
Prepayments for consultation, W TSR K
marketing and promotional services = ERG AR
Trade receivables with ngﬁﬁkﬁﬁz
extended credit terms FEYE 55118
Deferred tax assets IRIEF IR & B
CURRENT ASSETS mEEE
Prepaid lease payments ?Ehﬁﬂ%?i
Inventories FE
Trade and other receivables F’iﬂﬂlﬁ%&ﬁi\ﬁﬁ
Pledged bank deposits EERITHER
Tax recoverable AJ 4g Bl 75838
Cash and bank balances Re RIRTTHE R
CURRENT LIABILITIES mBAE
Trade and other payables B E 5 R E AR
Deposits received and receipts EH&Z&% &i‘ﬁiﬂﬁlm
in advance y
Tax payable FESBEIR
NET CURRENT ASSETS mEEERE
TOTAL ASSETS LESS EESER
CURRENT LIABILITIES mENRR
NON-CURRENT LIABILITIES FREAR
Deferred tax liabilities ELEHIBAE
Deferred government grants 30 FIE TR T 45 B
NET ASSETS HERE
CAPITAL AND RESERVES B A B G
Share capital PR
Reserves e
TOTAL EQUITY k=% b

The consolidated financial statements on pages 78 to 215 were
approved and authorised for issue by the board of directors on
30 March 2017 and are signed on its behalf by:

Jiang Quanlong TEREE
Director EE

The notes on pages 84 to 215 form part of these financial
statements.
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2016 2015
ZE-R¥§ “ZT—hfF
Note RMB’000 RMB'OOQ
Mt AR®TT ARETT
14 50,958 52,146
15 399,098 428,836
16 - -
17 43,700 83,300
20 17,876 112,744
27(b) 1,328 6,192
512,960 683,218
14 1,191 1,194
19 197,984 238,605
20 908,984 606,979
88 6,543 6,543
27(a) 74,796 50,004
22 349,740 275,964
1,539,238 1,179,289
23 270,844 187,553
365,656 331,329
27(a) 10,888 10,888
647,388 529,770
891,850 649,519
1,404,810 1,332,737
27(b) (21,976) (24,105)
28 (3,393) (4,051)
(25,369) (28,156)
1,379,441 1,304,581
29 78,073 78,073
30 1,301,368 1,226,508
1,379,441 1,304,581
REZeN _T—+tF=A= ‘I'El?tt/&&
FRE T B %785 F2158 iR A M5 R
F= A Tﬂi%ﬁ% BE
Jiang Xin E% -3
Director EZE

RUREH2 2K LW AHHRE 2
—#5 -



Consolidated Statement of Changes in Equity
mERagER

For the year ended 31 December 2016

Asat 1 January 2015

Profit/{loss) for the year
Other comprehensive income
- Exchange differences
on translation of financial
statements o presentation
currency

Total comprehensive
income for the year

Dividends paid (Note 12,

Transfer to reserves

Disposal of subsidiaries
(Note 40)

)

As at 31 December 2015
and 1 January 2016

Profit for the year
Other comprehensive loss
- Exchange differences
on translation of financial
statements to presentation
currency

Total comprehensive
income for the year

Transfer to retained profits

upon lapse of share options
Transfer to reserves

As at 31 December 2016

Emitl/ (BR)

B2k

- BERARE
2JIekEs
EHEE

EnEEREEE

BRRE (Wz12y)

ERTRE
HERBAT
ﬁ#?av

RZ%- ﬁﬁ* A
:f

_7 /\ﬁ
—-A-A

EmiEH

Ef2AER

- BESRERE
SJlgREL
ERER

EnEAkELE

REREANAER
ERERH

ERERE

RZE-1E
tZA=t-A

The notes on pages 84 to 215 form part of

statements.

HE_ZT—R"F+-A=+—HLFE
Attributable to owners of the Company
LN EIN 1]
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
b1 | HE

R BOER GHUER RIGR RERE EREE EREE BREGR KU Mt FEBEE HEEE
RMB'000  RMB'O00 RMB'000  RMB'O00 RMB'000  RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000
ARBTT ARETn ARETR ARMTR ARETT ARETT ARBTR ARETR ARMTR ARMTT ARETR ARETR

(Note 29)  (Note 30()) (Note 30() (Note 30(i) (Note 30(v)} (Note 30(v)) (Note 30(vi) (Note 30{vil)

(Riskog)  (WezEaoq) (MrsEao) (Wisksoqi) (RsEson) (Mskow) (Mikson) (PsEsowi))
78073 466844 94225 183 52454 61,727 (8661) 17,592 485928 1,248315 (8,298 1240017
- - - - - - - - 09860 69,860 (1,043 68817
- - - - - - 167 - - 167 - 167
- - - - - - 167 - 69860 70027 (1,043 68,984
- - - - - - = - 13761 (13761) - [13761)
- - - - 8,865 8,865 - - (IT730) - - -
- - - (133) - - - - 183 = 9,341 9,341
78073 466844 94225 - B39 70592 (8494 17,592 524,430 1,304,581 1,304,581
- - - - - - - - 5443 15443 - 75483
- - - - - - (583) - - (583) - (583)
- - - - - - (583) - 75443 74860 - 74860
- - - - - - - (2%32) 232 - - -
- - - - 7,788 7,788 - - (15576) - - -
78073 466844 94225 - 69107 78380  (9,077) 15260 586,629 1,379,441 1,379,441

these financial E847 5B 2B AT EmEK
— &b n ©
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Consolidated Statement of Cash Flows
MEEERER

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

2016 2015
—Z-RE —T—RfF
Notes RMB’000 RMB’000
iz AR®TT AREET T
Operating activities BEEE
Profit for the year F N 75,443 68,817
Adjustments for: AR
Amortisation of prepaid lease payments BTEMEE IR 6(b) 1,191 1,194
Depreciation of property, ME - BE KX
plant and equipment ZIE 6(b)&7 26,215 27,292
Gain on disposal of subsidiaries HEH B AR s 7840 - (5,150)
Loss on disposals of property, HENE  BERLZHE
plant and equipment o) = 4 3,831 -
Government grants B #8) 4 (658) (936)
Impairment loss on trade receivables EWE S FIEZREEE  6(b) 47,131 23,116
Impairment loss on other receivables HEWFIBEZREBE  6() 4,911 2,784
Impairment loss on available-for-sale EHELREEY
financial asset HEEE B(b) - 9,000
Income tax FiSH 788(a) 20,470 32,479
Interest expenses FEFAZ 7 - 666
Interest income B WA 487 (1,223) (1,519)
Gain on early settlement of trade REZENELCREEDZ
receivables with extended credit terms U E 5 508 7 i 4 (5,004) -
Imputed interest on trade EEREERZEKES
receivables with extended credit terms FIEZ GBS 4 (10,249) (3,947)
Reversal of impairment loss EE 2508 2 BiE
on trade receivables BB EE 4 (130) (11,590)
Reversal of impairment loss H At FEY IR 2R &
on other receivables rgictqE 487 (90) (380)
161,838 141,826
Changes in working capital EEEeEN
Decrease/(increase) in inventories FERL /(5) 40,621 (77,262)
Increase in trade receivables with FTEEEHZERES
normal credit terms SR N (262,453) (206,226)
Decrease/(increase) in trade receivables BTREEHZERES
with extended credit terms MR /(32 m) 136,301 (212,387)
Increase in other receivables Hofth JE UL FRIB L AN (120,349) (45,283)
Decrease in prepayments for consultation, 4 « mBHEERSE
marketing and promotional services S 42,457 90,743
Increase in trade and other payables FETE 5 I H b FRIRE N 82,598 66,086
Increase in deposits received and Bz e R IBUGRIE I
receipts in advance 34,327 226,709

82
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Consolidated Statement of Cash Flows
HEEERER

For the year ended 31 December 2016
HE-ZT—RNFt+-_A=+—HILEE

2016 2015
—E-RE —T—hF
Note RMB’000 RMB’000
iz AER®TT ARETT
Cash generated from/(used in) operations ES£EESE (FiH) 2H& 115,340 (15,794)
PRC Enterprises Income Tax paid BB ERER 27(a) (42,527) (62,771)
Net cash generated from/(used in) EESEDEE (A Z
operating activities bR ] 72,813 (78,565)
Investing activities BEEE
Interest received BUFH 2 1,223 1,519
Net cash outflows from disposal of HEHRB AR ZIR
subsidiaries SRR 40 - 873)
Dividends paid BAIKRE 12(b) - (13,761)
Payments for acquisition of property, BEME  WEMREMNR
plant and equipment (288) (6,353)
Proceeds from government grants BB T3 308 - 278
Net cash generated from/(used in) BEZHELE (R Z
investing activities H&PH 935 (19,190)
Financing activities MEEE
Interest paid BERFE - (666)
Repayment of short-term bank loan EEEMBITER - (5,000)
Net cash used in financing activities MEZHMAZE&RHE - (5,666)
Net increase/(decrease) in cash and He&REARQEEEM
cash equivalents (WD) B8 73,748 (103,421)
Cash and cash equivalents at FMZBEER
beginning of the year FRALEAR 275,964 379,236
Effect of foreign exchange rate HEEFSEHZ
changes, net FEBRH 28 149
Cash and cash equivalents at ERZHE&R
end of the year ERREER 349,740 275,964
Analysis of the balance of cash and ReRERAAEEE
cash equivalents HEEom
Cash and bank balances We MRITER 22 349,740 275,964

The notes on pages 84 to 215 form part of these financial FABEF215BE v M B AT ERER 2
statements. — =[5 o
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Notes to the Financial Statements

B RS SRR M R

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

84

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 disclosed in the “Corporate Information”
section to the annual report.

The Company and its subsidiaries (together the “Group”)

are principally engaged in the sales of environmental
protection (“EP”) products and equipment, undertaking of
EP construction engineering projects, and manufacture
and sales 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 (“CO”). 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”). Significant
accounting policies adopted by the Group are
disclosed 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. 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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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

b)

Basis of preparation of the financial statements

The consolidated financial statements for the year
ended 31 December 2016 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 policies and reported amounts
of assets, liabilities, income and expenses. The
estimates and associated assumptions are based
on historical experience and various other factors
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 39.

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

2. FEETRE (W)

b)
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Notes to the Financial Statements

Bt 755 R AR B

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

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. 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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Notes to the Financial Statements

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 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.

B 5 R AR B

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

2. FEETRE (W)

c)

d)
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Notes to the Financial Statements

B RS SRR M R

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

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 notes 2(s)(v) and 2(s)(iv).

Investments in securities which do not fall into
securities held for trading or held-to-maturity
securities 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(s)(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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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

e)

Property, plant and equipment

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

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.

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
disposal proceeds and the carrying amount of the
item and are recognised in profit or loss on the date
of retirement or disposal.
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Notes to the Financial Statements

B RS SRR M R

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

f) 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,
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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Notes to the Financial Statements

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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For the year ended 31 December 2016
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2.

92

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

g) Impairment of assets (Continued)

i)

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

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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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

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.
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Notes to the Financial Statements
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For the year ended 31 December 2016
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2. SIGNIFICANT ACCOUNTING POLICIES 2, EEEBEK (¥)

(Continued)

g) Impairment of assets (Continued) 9) XERE (&)
i) Impairment of investments in equity securities ) BREIAEZFFRERAEME
and other receivables (Continued) WskiE 2 eE (&)
If in a subsequent period the amount of WREEEREE
an impairment loss decreases and the HERLD BF
decrease can be linked objectively to an B R (AR
event occurring after the impairment loss RIEEEZEHER

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.

Impairment losses are written off against
the corresponding assets directly, except
for impairment losses recognised in respect
of 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 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.
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

g) Impairment of assets (Continued)

ii)

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;

prepaid lease payments; and

investments in subsidiaries in the
Company’s statement of financial position.

If any such indication exists, the asset’s
recoverable amount is estimated.

Calculation of recoverable amount

The recoverable amount of an asset is
the greater of its fair value less costs of
disposal and value in use. In assessing
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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Notes to the Financial Statements
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For the year ended 31 December 2016
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2. SIGNIFICANT ACCOUNTING POLICIES 2.
(Continued)

FEEHBE (8)

g) Impairment of assets (Continued) 9) XERE (&)

i)  Impairment of other assets (Continued) ) BtEERE (&)
Recognition of impairment losses — WBRREEE
An impairment loss is recognised in profit BEEEENHME
or loss if the carrying amount of an asset, ZHREEELEBNZ
or the cash-generating unit to which it BREE R A H AT L
belongs, exceeds its recoverable amount. B &R RiEz
Impairment losses recognised in respect NFERR R (BB 18 -
of cash-generating units are allocated MRIREELESEUTE
first to reduce the carrying amount of any RZBEEBE &
goodwill allocated to the cash-generating ke TRESE

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
value 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.
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2.

98

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

)

h)

Impairment of assets (Continued)

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 2(g)(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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Notes to the Financial Statements

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(s)(iij. 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 consolidated 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)

)] 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)).

k) Prepayments for consultation, marketing and
promotional services

Prepayments for consultation, marketing and
promotional services are charged to profit or loss
when the services are rendered by the service
providers.

1) 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.

m) 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.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

n)

0)

9)]

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.

Share capital

Ordinary shares are classified as equity. Incremental
costs directly attributable to the issue of new
ordinary shares or options are shown in equity as a
deduction from the proceeds.

Employee benefits

i) 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.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

p) Employee benefits (Continued)

ii)

102

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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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

p) 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 of the
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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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

q) 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 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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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

a)

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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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

q) 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 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 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.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

r

s)

Provisions and contingent liabilities

Provisions are recognised for other liabilities of
uncertain timing or amount when the Group 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 goods
returns and trade discounts.
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2.

108

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

ii)

iii)

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 from a financial asset is
recognised when it is probable that the
economic benefits will flow to the Group and
the amount of income can be measured reliably.
Interest income is accrued on a time basis, by
reference to the principal outstanding and at
the effective interest rate applicable, which is
the rate that exactly discounts the estimated
future cash receipts through the expected life
of the financial asset to the asset’s net carrying
amount on initial recognition.

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)

s)  Revenue recognition (Continued)

vi)

vii)

viii)

Government grants

Government grants are recognised at their fair
value where there is reasonable assurance
that the grant will be received and all attaching
conditions will be complied with. When
the grant relates to an expense item, it is
recognised as income on a systematic basis
over the periods that the costs, which it is
intended to compensate, are expensed. Where
the grant relates to an asset, the fair value
is credited to deferred government grants
account and is released to profit or loss over
the expected useful life of the relevant asset by
equal annual instalments.

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.

Imputed interest income

When the arrangement effectively constitutes
a financing transaction, the fair value of the
consideration is determined by discounting all
future receipts using an imputed rate of interest.
The imputed rate of interest is the prevailing
rate for a similar instrument of an issuer with
a similar credit rating. The difference between
the fair value and the nominal amount of the
consideration at initial recognition is recognised
in profit or loss. Imputed interest income is
accrued on a time basis, by reference to the
principal outstanding and at the imputed rate of
interest.
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

t)

110

Translation of foreign currencies

[tems 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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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

t)

u)

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.
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Notes to the Financial Statements
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For the year ended 31 December 2016
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2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

v) Discontinued operations

A discontinued operation is a component of the
Group’s business, the operations and cash flows of
which can be clearly distinguished from the rest of
the Group and which represents a separate major
line of business or geographical area of operations,
or is part of a single co-ordinated plan to dispose
of a separate major line of business or geographical
area of operations, or is a subsidiary acquired
exclusively with a view to resale.

Classification as a discontinued operation occurs
upon disposal or when the operation meets the
criteria to be classified as held for sale, if earlier. It
also occurs if the operation is abandoned.

When an operation is classified as discontinued,
a single amount is presented on the face of the
statement of profit or loss and other comprehensive
income, which comprises:

- the post-tax profit or loss of the discontinued
operation; and

- the post-tax gain or loss recognised on the
measurement to fair value less costs to sell,
or on the disposal, of the assets or disposal
group(s) constituting the discontinued operation.
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Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

w) Related parties

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
Group;

has significant influence over the Group;
or

is a member of the key management
personnel of the Group or the Group’s
parent.

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

The entity and the Group are members of
the same group (which means that each
parent, subsidiary and fellow subsidiary is
related to the others).

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.

One entity is a joint venture of a third
entity and the other entity is an associate
of the third entity.
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Notes to the Financial Statements

B RS SRR M R

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

w) Related parties (Continued)

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

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

vi.  The entity is controlled or jointly controlled
by a person identified in note 2(w)(a).

vii. A person identified in note 2(w)(a)() 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).

vii. The entity, or any member of a Group
of which it is a part, provides key
management personnel services to the
Group or to the Group’s parent.

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.

114 Pan Asia Environmental Protection Group Limited ¢ ;2 HIRREBAR A 7

2.

FES

w)

RTER (48)

FREAL ()

b)

ERALZIREEEZES
RXPBEPATEZBAL

fia 755 & T F1E A 5 1 -
AlZEREASEAH

v. HEBAREED
BAREEBHE
EEMEEFZER
N7 BB AR A RT

g -

% BB X W E2(w)
@APTER ALTE
i Sk FRIHE A o

Vi.

vii. B #E2(w)(@)0)A BT
TEATHERA
EAVENKBEZ
ER(zEB2
HRF) CEEE
EE&,% o

viii, AIAREE AL E
ZERRREEE
EEABRBZE
By EMBERZ
R E °

=%

XRALTHENRENXE -



Notes to the Financial Statements

2. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

X)

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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For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

2. EEEREE (W)

X)
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Notes to the Financial Statements

B RS SRR M R

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

2.

116

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

y) Segment reporting

Operating segments, and the amounts of each
segment item reported in the consolidated financial
statements, are identified from the financial
information provided regularly to the Group’s Chief
Executive Officer, 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.

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued a number of amendments to
HKFRSs that are first effective for the current accounting
period of the Group. None of these developments have
had a material effect on how the Group’s results and
financial positions for the current or prior accounting
periods have been prepared or presented.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.
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Notes to the Financial Statements

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

REVENUE, OTHER INCOME AND OTHER 4. KA -HgSREMBE
NET LOSS i |

Continuing operations: BEBEEY .

Revenue A

Revenue from continuing operations represents the fair REFELEEB 2 BWAERAEE
value of the amounts received and receivable for goods EmMEESGORAMEEZE K
sold, and revenue from construction contracts, which REWZENATE B
excludes value-added and other sales taxes, and is after BERREAMBEER - WA EM
deduction of any goods returns and trade discounts. RERZ S -

The amount of each significant category of revenue FARRRABELCEEBRKRAZ
recognised in revenue from continuing operations during FHETEHEAT -

the year is as follow:

2016 2015

—E—-RE —E-HF

RMB’000 RMB’000

AR®TRT ARBFIT

Sales of EP products and equipment BRIREMNLEEZHE 637,846 864,588

Sales of EP construction materials IRIREEMBI ZIHE 176,500 176,622
Revenue from EP construction RERRERXILEIEE

engineering projects ZWA - 27,383

814,346 1,068,593
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Notes to the Financial Statements

B RS SRR M R

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

4. REVENUE, OTHER INCOME AND OTHER 4.
NET LOSS (Continued)

Continuing operations: BEREXEY .

Other income Htilk &

Interest income on bank deposits RITFERFI B A

Total interest income on financial WIEE A FERER AR
assets not at fair value through JEREEZHE
profit or loss Nt

Gain on early settlement of trade REANETEREER
receivables with extended 2 FEWE 55008 2 WA
credit terms (Note 20(b)) (Ht5t20(b))

Imputed interest on trade receivables B REEHZEWES
with extended credit terms FIBZ HEF S
(Note 20(b)) (K1z#20(b))

Rental income from operating lease CEHEE 2B RA

Government grants* B ey

Reversal of impairment loss on trade UL E 5 FIBRIE
receivables gt e

Reversal of impairment loss on FEN E At 58 2 BB
other receivables izagi=beqEl

i The amount included the government grants of

approximately RMB658,000 (2015: RMB658,000)
relating to the subsidies from the PRC government for
acquisition of property, plant and equipment which was
released from deferred government grants to profit or
loss during the year ended 31 December 2016. The
remaining amount of government grants amounting to
approximately RMB278,000 (2016: Nil) during the year
ended 31 December 2015 was mainly granted to the
Group as subsidies to support the operations of the
Company’s subsidiary established in the PRC during that
year and those government grants had no conditions
or contingencies attached to them and they were non-
recurring in nature.
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2016 2015
—E—RE —E-HF
RMB’000 RMB’000

AR®TRT ARETT

1,223 1,613
1,223 1,513
5,004 =
10,249 3,947
103 103
658 936
130 11,590

90 =
17,457 18,089
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Notes to the Financial Statements

REVENUE, OTHER INCOME AND OTHER
NET LOSS (Continued)

Continuing operations:

HtBHiR

Other net loss

Loss from litigation claim (Note 5)
Compensation of loss from indemnity

FREERY -

4.

REAFARER (A1F5)
FEREEEREE

(Note 5) (Hte5)
Net exchange loss b 5 B 1) F R
Loss on disposals of property, HEME - BE K
plant and equipment Lz EE

LOSS FROM LITIGATION CLAIM AND
COMPENSATION OF LOSS FROM
INDEMNITY, NET

In 2007, Wuxi Pan Asia Environmental Protection
Technologies Limited (“Wuxi Pan Asia”), an indirect
wholly-owned subsidiary of the Company, undertook
several sales of EP products and equipment to Guannan
County Government (B % ARBUT). It was agreed that
Guannan County Government would grant a specified
area of land to Wuxi Pan Asia as settlement for the
trade receivables arising from the sales of EP products
and equipment. In anticipation of the grant of the land,
Wuxi Pan Asia established two companies in the PRC,
namely EE B2 EXABMRAA (Lianyungang Pan Asia
Properties Limited) (“Pan Asia Properties”) and #EEHER
LDEZEABRAF (Lianyungang Minxin Properties Limited)
(“Minxin Properties”) for the purpose of transfer of the
land. On 16 October 2007, Wuxi Pan Asia entered into an
agreement (the “Agreement”) with two independent third
parties (the “Plaintiffs”), with an aim to carry out a property
development project on certain area of the land (the “First
Land”). Under the Agreement, Wuxi Pan Asia was obliged
to contribute the First Land to Pan Asia Properties as
capital injection.
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B 75 AR M R

For the year ended 31 December 2016
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R (#\)

2016 2015

—E—RE —ET—RF

RMB’000 RMB’000

AR®TT ARET T

(46,641) -

46,641 -

(802) (905)

(3,831) -

(4,633) (905)

AR RERRBAERES
RAEERE
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Notes to the Financial Statements

B RS SRR M R

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

5. LOSS FROM LITIGATION CLAIM AND
COMPENSATION OF LOSS FROM
INDEMNITY, NET (Continued)

However, Wuxi Pan Asia failed to receive the First Land
as specified in the Agreement from Guannan County
Government and another parcel of land (the “Second
Land”) was then granted by Guannan County Government
to Wuxi Pan Asia. As the Second Land was not within
the scope of the Agreement and with the view that the
Agreement had no legal binding effect on the Second
Land, Wuxi Pan Asia assigned the Second Land to Minxin
Properties (the “Assignment”) on 28 December 2009.
According to the Assignment, Minxin Properties should
undertake, among other things, to compensate any loss
Wuxi Pan Asia may incur in consequence of breaching the
Agreement. On the same day, Wuxi Pan Asia disposed
of its entire equity interests in Minxin Properties to an

independent third party.

In 2014, a civil case was brought against Wuxi Pan
Asia by the Plaintiffs for breach of the Agreement (the
“Litigation”). After subsequent proceedings and appeals,
the case was finally adjudicated by the Jiangsu Higher
People’s Court (L&A =k ARERT). With reference to
the Jiangsu Higher People’s Court’s judgment dated 26
December 2016, Wuxi Pan Asia is liable for a total claimed
amount of approximately RMB70,754,000 (the “Claimed

Amount”).

Part of the Claimed Amount amounting to approximately
RMB24,113,000 was accrued by the Group as “other
payables” and included in trade and other payables in the
consolidated statement of financial position in previous
years and was reclassified as “payable for legal fees and
liabilities arising from litigation claim” and included in
trade and other payables in the consolidated statement of
financial position as at 31 December 2016 and 2015. The
remaining balance of the Claimed Amount amounting to
approximately RMB46,641,000 is provided for as “payable
for legal fees and liabilities from litigation claim” and a
loss from litigation claim amounting to approximately
RMB46,641,000 was recognised in profit or loss during

the year ended 31 December 2016.
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In accordance with the Assignment, Minxin Properties is

to compensate the loss of approximately RMB46,641,000
arising from the Litigation. On 28 December 2016, Minxin

Properties signed an agreement with Wuxi Pan Asia

and agreed to compensate the loss of approximately

RMB46,641,000 arising from the Litigation, which was

credited against the loss from the litigation claim in profit
or loss and a receivable of compensation of loss from

indemnity (Note 20) was recorded by the Group. Minxi
Properties subsequently settled the full amount to Wuxi
Pan Asia on 27 March 2017.
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PROFIT BEFORE TAXATION

Notes to the Financial Statements

Profit before taxation from continuing operations is arrived

at after charging the following:

B 5 R AR B

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

FRIR AR T

FARAFHELEXH BTG
HMEFRR THIEE :

a) Staff costs (including directors’ a) BETH* (BIE=E=#M&)

emoluments) (Note):

— Contributions to defined
contribution retirement
plans (Note 9)

— Salaries, wages and
other benefits

b) Other items:
Amortisation of prepaid
lease payments
Auditors’ remuneration
— audit services
— other services
Cost of inventories (Note)
Depreciation of property,
plant and equipment
Impairment loss on trade
receivables*
Impairment loss on other
receivables*
Impairment loss on
available-for-sale
financial asset®
Operating lease charges
— leasing of properties
— leasing of equipment
Marketing and promotional
expenses*
Research and development
expenses™

(BREE) -

— BRI

R (A1aE9)

—I8 Hek
H b 4= F)

b) RfttIHE :
BN E R 2

3Gl

— BT IR

— EAb AR
TFERA (B:F)
WE - BE k&E
ZHE
W E ZHIE L
AT SR
Hip YR IE 2
B R
AfHESREEY
R E A
REHEER
LY ES

— HRAHRE
M EEK
EERX
e

These items are included in other operating expenses

in the consolidated statement of profit or loss and other

comprehensive income.

This item is included in selling and distribution expenses

in the consolidated statement of profit or loss and other

comprehensive income.

2016 2015
ZE—RE —ET—hF
RMB’000 RMB’000
AR®TT AREET T
1,022 1,246
14,388 15,863
15,410 17,109
1,191 1,194
1,152 1,204

416 393
597,153 797,554
26,215 26,954
47,131 23,116
4,911 2,784

- 9,000

1,528 1,660

9 7

37,358 52,123
2,695 20,286

* ZERBFAGERERAMEE
Wan sk 2 B &R o

# ZHRBRTAGRABRRREMREK

mRZHE M HR
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE
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PROFIT BEFORE TAXATION (Continued)
Note:

During the year ended 31 December 2016, cost of inventories
includes approximately RMB24,122,000 (2015: RMB24,259,000)
relating to staff costs and depreciation, which amount is also
included in the respective total amounts disclosed separately
above.

DISCONTINUED OPERATIONS

On 1 December 2015, Wuxi Pan Asia entered into a sale
and purchase agreement with an independent third party
to dispose of its entire equity interests in #EiHHAEE S
FAtTAR AT (Wuxi Zhong Dian Kong Leng Technology
Limited) (“Wuxi Zhong Dian”) at a consideration of
RMB800,000 (the “Disposal”). Wuxi Zhong Dian and
its subsidiaries (collectively referred to as the “Disposal
Group”) were principally engaged in provision of EP related
professional services and undertaking of EP construction
engineering projects in the PRC. The Disposal was
completed on 22 December 2015 and the Group’s
operations of provision of EP related professional services
were classified as discontinued operations.

The results and cash flows from the discontinued
operations were analysed as follows:
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Notes to the Financial Statements

B 5 R AR B

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

DISCONTINUED OPERATIONS (Continued) 7. BRLEEERY (8)

Results from discontinued
operations:

Revenue

Cost of sales and services rendered

Gross profit

Other income

General and administrative expenses
Other operating expenses

Finance costs

Loss before taxation

Income tax expenses

Gain on disposal of subsidiaries (Note 40)

Profit for the year from
discontinued operations

Profit/(loss) for the year from
discontinued operations
attributable to:

— Owners of the Company
— Non-controlling interests

REEHKRILEEEEHZ
E ]

YA

HHE MERHEAREAA

EF

H iz
—R R ITHF X
Hip & p X
BEMA
FRIRAIESIR
PSR S

HEMB AR ZKREE (Fa240)

FARBERILEE
EBmzan

DFALEEERREERIL
BERBZET (BHR) :

i N/NCTE? 2SN
— FRERHE
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2015
—ET—hF
RMB’000
AREFIT

6,296
(1,870)

4,426

503
(6,833)
(577)
(666)

(3,147)

(3,154)

5,150

1,996

3,039
(1,043)

1,996
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE
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DISCONTINUED OPERATIONS (Continued) 7.

Loss before taxation from discontinued operations is
arrived at after charging/(crediting) the following:

Cost of inventories

Depreciation of property, plant and equipment

Interest income
Reversal of impairment loss on other
receivables

Staff costs
— Contributions to defined
contribution plans
— Salaries, wages and other benefits

Cash flows from discontinued
operations:

Net cash outflows from operating activities
Net cash inflows from investing activities
Net cash outflows from financing activities

Net cash outflows from
discontinued operations

TFE A

ME  BERREBZITE
A EUA

H i U R IH 2

Bl L5 15 3 )

BT
— ERHFET BIRI R

—¥E ITERHMEN

REERILEERBZ
BeRE:

REELEH 2 RE AL FH
REREAES 2R RAFHE
KERE R RSN HFHE

W E DRI
R R
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2015
—ET—hF
RMB’000
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587
338

749
4,707
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Notes to the Financial Statements

INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

a) Taxation relating to continuing operations in the
consolidated statement of profit or loss and other
comprehensive income represents:

Current tax: ENEIRIA :
PRC Enterprise Income Tax R B 1 ATIS A
— Provision for the year — REERE
(Note 27(a)) (Mtate7(a)
Deferred tax: BIERIE :
Origination and reversal of PR ERRCEER
temporary differences (Note 27(b)) BBl (f#f:£27(b))
Effect on change in tax rate HEEH &
(Note 27(b)) (Hiaz27b))
Income tax expenses FrisfiAx

i) 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.

ii) PRC Enterprise Income Tax is calculated at
25% of the estimated assessable profits of the
Company’s subsidiaries established in the PRC
during the years ended 31 December 2016 and
2015.

il  Pursuant to the relevant tax laws and
regulations in the PRC, Wuxi Pan Asia is
classified as foreign invested “High and New
Technology Enterprises” and is entitled to a
preferential income tax rate of 15% for a period
of three years from 1 January 2016.

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

RGEeREREMZENE
RZMEBR

a) MNEeEmkEMEEKEER
NEBRBEREXB 2R

15
2016 2015
—E—REF —E—ARF
RMB’000 RMB’000

AR®TT ARETT

17,735 32,761
3,279 (289)
(544) -
2,735 (289)
20,470 32,472

) ARFARENEEBREX
BB REMA L MY B
AR E S A K
M2 B Z A KR
BAGERAEN

iy FPECEMESHIRE
AR B R B R S 2
BRAREE=_ZFT—X
FR-_ZT—HF+_A
=+ —HIEFEZHE
JE =R B i A 1% B 25%
i) AR AR AR B AR RO
H O EBHZHENSEAR
INEIRE 2 [ =
x| WEERZ-ZZ—RX
F—HF—BRE=HMH
ZHEEEMEMHEIS% -
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

8. INCOME TAX IN THE CONSOLIDATED 8.
&

(Continued)

a) Taxation relating to continuing operations in the a)
consolidated statement of profit or loss and other
comprehensive income represents: (Continued)

iv)  No provision for Hong Kong Profits Tax has
been made for the years ended 31 December
2016 and 2015 as the Group did not have
assessable profits arising in Hong Kong during

both years.

v) The PRC Enterprise Income Tax Law also
requires withholding tax of 10% upon
distribution of profits by the subsidiaries
established in the PRC since 1 January 2008 to

its overseas shareholders.

b)  Reconciliation between tax expenses and accounting b)
profit at applicable tax rates is as follows:

Profit before taxation from
continuing operations

Notional tax on profit before

taxation calculated at the statutory

rates applicable to respective
tax jurisdictions

Tax effect of non-deductible
expenses

Tax effect of unused tax losses
not recognised

Tax effect of concessionary tax rate
granted to a subsidiary

Decrease in opening deferred tax
liabilities resulting from
decrease in applicable tax rate
of a subsidiary

Decrease in opening deferred tax
assets resulting from decrease
in applicable tax rate
of a subsidiary

Tax effect of withholding tax
at 10% on distributable profits
of the subsidiaries established
in the PRC

Income tax expenses
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2,312 239

379 2,740
(11,052) =

(3,021) =

2,477 =
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Notes to the Financial Statements

RETIREMENT BENEFITS COSTS
Defined contribution retirement plan

The Group has arranged for its Hong Kong employees
employed under the jurisdiction of the Hong Kong
Employment Ordinance 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$1,500 per month and thereafter contributions are
voluntary. Contributions to the plan vest immediately.

The employees of the Company’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.

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE
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ERBETCR AT B

RIEE BRI RTESF GG &
BRERRGIRE AREDRH
HRBEBRRBIROIEE TAAER
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BUETEAEE 2 ERBBTORING
g - RiFaELE - AKE (FR
B REREESAZERESM
A (E& R @FIEATREE &1
) Z5%MaxsT BIfE L R - BE
MEBEAERQZHRIA1,5008TT
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

9. RETIREMENT BENEFITS COSTS
(Continued)
Defined contribution retirement plan (Continued)
The Group’s contributions to defined contribution
retirement plans for the years ended 31 December 2016
and 2015 are as follows:
Contributions to defined contribution FE R FGRIR

retirement plans FTEI K

10. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS
The directors of the Company are members of the senior
management of the Group during the years ended 31
December 2016 and 2015. Directors’ emoluments
disclosed pursuant to section 383(1) of the Hong Kong
Companies Ordinance and Part 2 of the Companies
(Disclosure of Information about Benefits of Directors)
Regulations are as follows:
Fees e
Salaries, allowances and e EMREMFIZE

other benefits
Contributions to defined contribution TE R FURIRET B30
retirement plans
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10.

BFEFIRE (1)

EBRHEFRAKETE (A)

AEBBE_T-—RER-_ZT—1
FT_A=+—HLEFEZERAMH
FORMREH BN T ¢

2016 2015
—g-Xx%¥ -T-If
RMB’000 RMB’000

AR®TT ARETT

1,022 1,246

EFRERTTHRARME

HE-_Z—XER-_ZT—RF+=
A=+—HLFE ARAIESN
BAEBSREREEKE - RESR
BATHEHIE383(NER AT (HE
EEFEER) ROREMEECE
EMEmT -

2016 2015
—g-Xx%¥ —T-af
RMB’000 RMB’000
ARBFR  AR%T
928 569

1,451 1,408

28 27

2,407 2,004




10. DIRECTORS’ AND CHIEF EXECUTIVE’S

EMOLUMENTS (Continued)

Name of director

Executive directors

Mr. Jiang Quanlong (note (i)
Mr. Jiang Xin (note (i)

Mr. Jiang Lei (note (ii))

Mr. Cho Yu Chung (note (iv))

Non-executive director
Mr. Fan Yajun (note (v))

Independent
non-executive
directors

Mr. Lai Wing Lee

Mr. Leung Shu Sun, Sunny

Professor Wang Guozhen

EEnE

BiTES

BRBERL (M)
‘&L (W)
B L (W)
BTERE (W)

FUTEE
BRERE (W)

BUFBTES
ROKMITE

2RI L
TEYHR

Notes to the Financial Statements

B 75 AR M R

For the year ended 31 December 2016

BE-T—

NE+TZA=+—HILFE

Year ended 31 December 2016
BE_B—RE+-A=+—-ALEE

Contributions

Salaries, to defined

allowances contribution

and other retirement

benefits plans
Fees Hi& #BR EHER Total
e Hrflg BRI At
RMB’000 RMB’000 RMB’000 RMB’000
AR®TR AR®FR AR%TR AR®TR
104 356 466
104 1,095 22 1,221
325 - - 325
104 - - 104
52 - - 52
187 - - 187
52 - - 52
928 1,451 28 2,407
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For the year ended 31 December 2016
BHE_T—R"F+A=+—HLEFE

10. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (Continued)

130

Name of director

Executive directors

Mr. Jiang Quanlong (note (i)
Mr. Jiang Lei (note (i)

Mr. Fan Yajun (note (v))

Independent
non-executive
directors

Mr. Lai Wing Lee

Mr. Leung Shu Sun, Sunny

Professor Wang Guozhen

BSiA

BITEE

BRBERL (M)
BRI L (W)
BRERE (W)

BUFRTES
REKAISE

REHAL
TRV HR

1. EEREESTRARMS

(#)

Year ended 31 December 2015

HE-2-RET-A=T-ALEE

Contributions

Salaries, to defined

allowances contribution

and other retirement

benefits plans
Fees  Ho 2B R EREX Total
ik Hioflm  BIEHEMR Bar
RMB’000 RMB’000 RMB’000 RMB’000
AREFTL AREBTL ARETIT ARETTL
98 356 6 460
98 1,062 21 1171
98 - - 98
49 - - 49
177 - - 177
49 - - 49
569 1,408 27 2,004
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Notes to the Financial Statements

10. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (Continued)

Notes:

(i)

(ii

(i)

(iv)

Mr. Jiang Quanlong is the Chairman of the Company.

Mr. Jiang Xin was appointed as the Chief Executive and
executive director of the Company with effect from 22
December 2016.

Mr. Jiang Lei resigned as the Chief Executive and executive
director of the Company with effect from 22 December
2016.

Mr. Cho Yu Chung was appointed as an executive director
of the Company with effect from 28 September 2016.

Mr. Fan Yajun, previously an executive director of the
Company, has been re-designated as a non-executive
director of the Company with effect from 12 April 2016.

As at 31 December 2016 and 2015, the directors of the
Company held share options under the Company’s share
option scheme. Details of which are disclosed in note 31.

During the years ended 31 December 2016 and 2015,
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 has waived
or agreed to waive any emoluments during both years.

10.

B 75 AR M R

For the year ended 31 December 2016
HE_ZT—R"F+-A=+—HLFE

EFREETHRAREH®
(#)

Biat -

0] BRELERAARAIESER -

iy BBEEERZAEARARZ=ITK
ABRMITEE BT —~"F+
“AZ+—HEBER -

(i) BREEFHERSITRAERRIT
EE AT RET-A=-+=

BAEAER °

vy BFEEEEZTARARNITE
£ -HE-—AFNAAZTNRAE
AR o

(v) EhHEELELENASARAMNITE
= ERERRRRBEATES
B RFOA+-HREMK -

RZE—ARER-_TE—HF+=A
=t+—8B ARARBEREARQA
BREEFAERE - BEBER
B HIZEST o

HE-Z— "Gk —HF+=
A=+—RHLFE BEEXEEAH
52 B U EUE T B 2 /E B (R E DA
FRMARNEE R 2 BE i BR 2
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

11. INDIVIDUALS WITH HIGHEST
EMOLUMENTS AND SENIOR
MANAGEMENT’S EMOLUMENTS

(@) Five highest paid individuals

Of the five individuals with the highest emoluments,
two (2015: two) are directors of the Company whose
emoluments are disclosed in note 10. The aggregate
of the emoluments in respect of the remaining
three (2015: three) individuals from the continuing
operations are as follows:

Salaries, allowances and e EMK
other benefits H Az
Contributions to defined TE R FURIK
contribution FTEIH R

retirement plans

During the years ended 31 December 2016 and
2015, no emoluments were paid or payable by
the Group to the five highest paid individuals as
inducement to join or upon joining the Group or as
compensation for loss of office during both years.

The emoluments of the above three (2015: three)
individuals with the highest emoluments are within
the following bands:

Bands: A -

Nil to HK$1,000,000 £ 21,000,000 7T

HK$1,500,001 to HK$2,000,000 1,500,001/& L&
2,000,000/ 7T
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11.

\In Sin

(a)

5 o

gﬂﬁk:l:&%’ﬁ&"éi:!k

BEEBREHAL

ERBBMEALBEML
—T-HF  @fL) AAAE
% . HBSHERAREDO -
BTRREHBEEEB 2 =N
—F-HE: =fD) AL2M
ST -

2016 2015
—ge-Xx%¥ -T-If
RMB’000 RMB’000

AR®TT ARETT

2,308 2,183
42 29
2,350 2,212

B2 _T—R"FR_T—HF
TZA=t—HLEFE A&
EEnAUEaMEALTX
1<t 3 FE -1 1 17T Bl 2 #E /3 20 ™R &
FREEREMAIRIMAREE
2 SRS BB 2 R 1B -
E=6 (ZE—R2F : =fu)
EaMe AT zMEAR 0
-

Number of individuals

A®
2016 2015
—E—-RE —E-—HF
2 2
1 1
3 3




11.

Notes to the Financial Statements

INDIVIDUALS WITH HIGHEST
EMOLUMENTS AND SENIOR
MANAGEMENT’S EMOLUMENTS
(Continued)

(b) Senior management’s emoluments

The emoluments paid or payable to senior
management are within the following bands:

Bands: 5 -

Nil to HK$1,000,000 £ 21,000,000 7T

HK$1,500,001 to HK$2,000,000 1,500,001/ &
2,000,000 7T

Note: The total numbers of individuals included two
individuals of senior managements from the
discontinued operations whose emoluments were
within “Nil to HK$1,000,000” band during the year
ended 31 December 2015.

11.

B 75 AR M R

For the year ended 31 December 2016
HE_ZT—R"F+-A=+—HLFE

REEA

iR |
i}

=

B & A+ R
& (%)

(b) BEREBAEME

ENKENTRREEAEZ
MeARImT

Number of individuals

A®
2016 2015
—E—RE —E—hF
5 7
1 1
6 8

M - BE_T—AFE+=-A=+
—HIEFE 2B EAB
ZHRABBERMNIREE R
1E A& SR T LB & 58 AR
[Z 21,000,000/ 7T | 2 42
Al e

Annual Report 2016 ¢ —Z— NEF R 133



Notes to the Financial Statements

B RS SRR M R

For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

12. DIVIDENDS 12. B2
(a) Dividend proposed (@) EBRE
The directors of the Company do not recommend RARESTEBRNEBEEZ
the payment of a final dividend for the year ended 31 E-—RETZA=T—HL#HE
December 2016 (2015: Nil). EZRERBE(ZE—HF:
) o
(b) Dividends declared and paid (b) ERRZARE
2016 2015
—E—RE —ZT—hHF
RMB’000 RMB’000
AR®TRT ARET T
Final dividend for the year ended BHE_ZT-—MFE+_-A
31 December 2014 of HK2 cents =t+—RBIEFERA
per ordinary share (2016: Nil) I B E AT AR 2Bl
ZE-RF E) - 13,761
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13. EARNINGS PER SHARE

From continuing and discontinued operations:

The calculation of the basic and diluted earnings per share
attributable to owners of the Company is based on the

following data:

Earnings

Profit for the year attributable
to owners of the Company
for the purposes of basic and diluted
earnings per share

Number of shares

Weighted average number of ordinary
shares for the purposes of
calculating basic earnings per share

Add: Effects of dilutive potential
ordinary shares from
share options

Weighted average number of ordinary
shares for the purposes of
calculating diluted earnings per share

Notes to the Financial Statements

B 5 R AR B

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

13. HRER
REFECERCRIEREHER

ARRFEAANEEERERREE
BT A T BURFT&E

2016 2015
—E—-RE —T—RHEF
RMB’000 RMB’000
AR®TRT ARBFIT
a2H
M EBRERREFRF
s AR FHEE A
FE A5 4 A% F)
75,443 69,860
2016 2015
—E-RE —E—h1F
Bir® A
R BEERERAZFNME A
T RAR N B
840,000,000 840,000,000
hn o BERRAERY BT EE
Tl &
11,455,388 12,853,988
R ESREERFMERN
I AR ke 98
851,455,388 852,853,988
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

13. EARNINGS PER SHARE (Continued) 13.

From continuing operations:
The calculation of the basic and diluted earnings per share
from continuing operations attributable to owners of the

Company is based on the following data:

Earnings figures are calculated as follows:

sEREH (8)

eE? FUESTR

EVNOE 2PN ST T L e
%2 SR R IR AT
i -

BNBFEENT

2016 2015
—E—RE —T—hF
RMB’000 RMB’000
AR®TRT ARETTT
Profit for the year attributable to RARHEE AEMLFR
owners of the Company from KEFBELERERIE
continuing and discontinued BTS2 m A
operations 75,443 69,860
Adjusted for: Profit for the year from FE - AREEBA
discontinued operations FEIEFERRE E&IE
attributable to owners of KR EETS 2 A
the Company - (3,039)
Earnings for the purposes of basic T EERER M EE
and diluted earnings per share BT ERREFE
from continuing operations a2 BF 75,443 66,821

The denominators used are the same as those detailed
above for both basic and diluted earnings per share from
continuing and discontinued operations.
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Notes to the Financial Statements

13. EARNINGS PER SHARE (CONTINUED)

From discontinued operations:

Basic earnings per share from discontinued operations for
the year ended 31 December 2015 was RMBO0.36 cents
(2016: Nil) per share, based on the profit for the year
from discontinued operations attributable to owners of
the Company amounting to approximately RMB3,039,000
(2016: Nil) during that year and the denominators detailed
above for basic earnings per share from continuing and
discontinued operations.

Diluted earnings per share from discontinued operations
for the year ended 31 December 2015 was RMBO0.36
cents (2016: Nil) per share, based on the profit for the year
from discontinued operations attributable to owners of
the Company amounting to approximately RMB3,039,000
(2016: Nil) during that year and the denominators detailed
above for diluted earnings per share from continuing and
discontinued operations.

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

13. SREF (&)

REBR QSR

HE-_ZT—RAF+-_A=+—HIE
FE  REDRIEKEEHK 2GR
ERBNEBRARK0.36H (ZF
—NF o E) DIRBZFEARRQF
BEEABLTARBE R IELEE S
% 2% F 4 A R #3,039,0007T (=
T—RNFE) REXHREFEL
ERERIEREXEB  BREALTR
FIFTFFL D &I ETE ©

HE_Z—AF+-_A=+—81
FE  RECDKRIEKEEBH G
HWERF AERARK0.360 (ZF
—NFE) REBEZTFEARA
BEEABLFTFARBE R IEEE S
% 2 F 4 A R #3,039,0007T (=
T—RNFE) REXHREFEL
ERERIEREXEB  BRBER
FIFTEFL M D BRIEHE ©
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

14. PREPAID LEASE PAYMENTS

Carrying amount:

As at 1 January

Additions during the year

Amortisation for the year

Derecognised on disposal of
subsidiaries (Note 40)

As at 31 December

Analysed by:

Non-current portion
Current portion

Total

14. FFHEE®RE

2016 2015
—E—RE —E-RE
RMB’000 RMB’000
AR®TT ARBEFIT

REE :

Hn—HA—H 53,340 54,534

FRAE - 5,180

FREEH (1,191) (1,194)

=W B A RS R I FER

(H12£40) - (5,180)

R+=—A=+—8” 52,149 53,340

DR

IEM BN EB 1D 50,958 52,146

mBEk 1,191 1,194

45 52,149 53,340

138

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.

The Group is in the process of obtaining the land use
right certificate for a leasehold land with carrying amount
of RMB13,508,000 as at 31 December 2016 (2015:
RMB13,816,000).
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Notes to the Financial Statements

15. PROPERTY, PLANT AND EQUIPMENT

Cost:
As at 1 January 2015

Additions

Transfers

Derecognised on disposal of
subsidiaries (Note 40)

Exchange adjustments

As at 31 December 2015
and 1 January 2016

Adaltions
Transfers
Disposals
Exchange adjustments

As at 31 December 2016

Accumulated depreciation:

As at 1 January 2015
Charge for the year
Eliminated on disposal

of subsidiaries (Note 40)
Exchange adjustments

As at 31 December 2015
and 1 January 2016

Charge for the year
Written back on disposals
Exchange adjustments

As at 31 December 2016

Carrying amounts:

As at 31 December 2016

As at 31 December 2015

Note:

All the buildings are situated in the PRC and are situated on lands

Bk
RZE-1%-F-H
HE

E o
HENBRRBELED
(Wita0)

Eiz

RIE-RFT-A=+-Bk
“E3-735-F-H

hE

g5

&

Bz
RZZ-AE+ZA=1-H
RitiE:
RZE-1%-f-H
TEERY
HERBARE R
(Wii40)

iz

R-E-RE+-A=t-BR

IEERY

LERR

A%

RZE-RETZA=T-A

IR :

RZE-—~E+-A=1-H

RZF-RETZA=T-A

held under medium-term leases.

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

15. Y% - BB R R

Furniture,
fixturesand  Leasehold Plant and Motor Construction
Buildings ~ equipment improvements  machineries vehicles Molding in progress Total
fif K
#F KERER WRkE BERAS bt} #a ERIR ]
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETT ARETR  ARETR  ARETRr  ARETn  ARETR  ARETR
(Note)
(M)
190,622 3,662 23,318 189,353 9,214 14,860 127,326 558,355
9,850 685 - - - 613 5,055 16,203
- - 2,098 - - - (2,09) -
(10,898) (700) (1,30) (3,192) (4317) - - (16,532)
- 12 1 - 26 - - 49
189,574 3,659 24,122 186,161 8,803 15,473 130,283 558,075
- 42 - - - - 246 288
- - 3,982 919 - - (4,901) -
- - (4,552) - - - - (4,552)
- 19 17 - 40 - - 76
189,574 3,720 23,569 187,080 8,843 15,473 125,628 563,887
30,574 2,415 2,807 50,641 5,851 14,377 - 106,665
8,604 349 1,319 14,858 1,117 1,045 - 21,092
(364) (646) (1,304) 2,01) (424) - - (4,749)
- 11 12 - 8 - - 31
38,814 2,129 2,834 63,488 6,552 16,422 - 129,239
8,529 364 1,251 15,376 644 51 - 26,215
- - (721) - - - - (121)
- 18 17 - 21 - - 56
47,343 2,511 3,381 78,864 7217 15,473 - 154,789
142,231 1,209 20,188 108,216 1,626 - 125,628 399,098
150,760 1,530 21,288 122,673 2,251 51 130,283 428,836
Mt -

EBTHRPBERUNBRESHEE
ESHESE S b

139
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

16. AVAILABLE-FOR-SALE FINANCIAL ASSET

140

Unlisted equity investment R AT E 2 R
in the PRC, at cost ELETRAIRE

Less: Impairment losses recognised

The 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, is carried at cost less accumulated impairment
losses as the investment does not have a quoted price
in an active market and the range of reasonable fair
value estimates is so significant that the directors of the
Company are of the opinion that its fair value cannot be
measured reliably. As at 31 December 2016, the Group
does not intend to dispose of the investment in the near
future.

During the year ended 31 December 2015, the Group
performed an impairment assessment on its available-for-
sale financial asset by taken into account the unexpected
low revenue and substantial operating loss of the
investment and an impairment loss of RMB9,000,000
(2016: Nil) was recognised in profit or loss during that
year.
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16. AfHESMEE

2016 2015
—E—-RE —T—HEF
RMB’000 RMB’000
AR®TT ARBTIT
9,000 9,000
(9,000) (9,000)

FELEMBEARE REF B 2 AL
ANERRZ5%E - WIHREHEE
MTBZIELMBRARE AR
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B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

17. PREPAYMENTS FOR CONSULTATION, 17. B THEEBERESRH
MARKETING AND PROMOTIONAL Rt &
SERVICES
(@) Movements of prepayments for consultation, (@) FREBH MBERREER
marketing and promotional services, based on B AR R AR /Y &
estimated dates of services rendered, during the sTAEZEEMT :

year are as follows:

2016 2015
—g-Xx%¥ -T-If
RMB’000 RMB’000

AR®TT ARETT

As at 1 January »w—HA—H 125,757 216,500
Refund of prepayments (Note) ERETAN K (KiE) - (13,150)
Utilised and charged to EEA N AER

profit or loss (42,457) (77,593)
As at 31 December nN+=-_A=+—H 83,300 125,757

Analysed for reporting purposes — FLZ2#H TR T -

as follows:
Non-current portion JEmENER D 43,700 83,300
Current portion (included in trade RE1Efn (Gt AEKE F &
and other receivables (Note 20))  HEAb3kIE (ft5720)) 39,600 42,457
Total P 83,300 125,757
The outstanding balance of the prepayments at REREARNREEBTK
the end of each reporting period represents the HEHRESIT
followings:
2016 2015
—E-RE e S
RMB’000 RMB’000
AR®TRT ARBTT
Prepayments for consultation BHRSTEM R
services - 2,857
Prepayments for marketing and ~ WH#EE RS EREENR
promotional services 83,300 122,900
Total iz 83,300 125,757
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

17. PREPAYMENTS FOR CONSULTATION,
MARKETING AND PROMOTIONAL
SERVICES (Continued)

(b) The analysis of the carrying amount of
prepayments for consultation, marketing and
promotional services which will be charged to
profit or loss is as follows:

Within one year —FR

After one year but less than two years —FRERERN
After two years but less than five years  BF&E R E R

Prepayments for consultation, marketing and
promotional services represent the prepayments
made by the Group to several independent
architectural research and design institutes and
universities in the PRC (the “Parties”) for providing
consultation services to set up and establish industry
standards and national criteria with respect to
applications of wood wool cement board (“WWCB”)
related materials on different aspects, and for
providing marketing and promotional services to the
Group.

During the year ended 31 December 2014, the
Group entered into several agreements (the
“Agreements”) with the Parties for the purpose of (i)
providing consultation services to the Group so as to
set up and establish industry standards and national
criteria for applications of WWCB related materials in
the PRC and (ii) rendering marketing and promotional
services to the Group for enhancing the development
of the Group’s WWCB related materials and market
penetration in the PRC during the years from 2015
to 2019. The total consideration of the Agreements
is RMB266,000,000 of which RMB230,500,000
was paid by the Group during the year ended 31
December 2014. Pursuant to the Agreements, the
Group has reserved the rights to recall part of or all
of the prepayments already made to the Parties if the
Parties cannot fulfill the conditions as stated in the
Agreements.
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17. B THERRE SR
AR (8)

(b) MEFABBHER > THER
REGREANKZREESD

s
2016 2015
—E—-RE —E-HF
RMB’000 RMB’000
AR®TRT ARETIT
39,600 42,457
39,600 39,600
4,100 43,700
83,300 125,757

i MIGHEEKRE EREE
R IE AR SR B 5k A AN 5% B R £
BRARKGIORIR ([ RE&KR
&) BN AR E 2 &
AR mBITERE R BEZKER
MR IRTS - AR TISHEE K
S ERB MRS EZZIBLE
SERFT R EE R AR ([F]
#77]) R RO TR AR ©

REBEE_ZE—NF+=-A=+
—HIEFE  NEBHEIINR
BL()R R B A R 44 2K AR A8 78
k2 ERRBRITEZER
B R 2AE B i [r) 2N Sk B 1R 1 A 7R
RS R()R=ZT—RFEZ
T-NFEFHAREARAEE
REACRIRAB B 03 R’ &
M52 EERAEERMETS
HERSERBE M LG T H
# ([ZEmE]D -  ZEHEN
BRE A AR 266,000,000
7T B A R #230,500,000
TEHRASEREE—_Z—HO
F+_A=Z=+—HLEFEX
o RIBZZ W - WETO7T
REEM B 2 E Wk P ik 14 -
AEBRBUE ERETLH X
5 89 B 15 8k 2 35 8 - 3 HY HE
F o



Notes to the Financial Statements

17. PREPAYMENTS FOR CONSULTATION,
MARKETING AND PROMOTIONAL
SERVICES (Continued)

(b)

The analysis of the carrying amount of
prepayments for consultation, marketing and
promotional services which will be charged to
profit or loss is as follows: (Continued)

During the year ended 31 December 2016,
the expenses for consultation services of
approximately RMB2,857,000 (net of tax of
approximately RMB2,695,000) (2015: approximately
RMB22,343,000 (net of tax of approximately
RMB20,286,000)) and the expenses for marketing
and promotional services of approximately
RMB39,600,000 (net of tax of approximately
RMB37,358,000) (2015: approximately
RMB55,250,000 (net of tax of approximately
RMB52,123,000)) were recognised as “research
and development expenses” and “marketing and
promotional expenses” in profit or loss respectively.

Note: On 30 June 2015, two of the Parties entered into an
agreement with the Group and agreed to refund part
of the prepayments for consultation, marketing and
promotional services amounting to approximately
RMB13,150,000 to the Group as a result of non-
fulfilment of certain conditions as stated in the
Agreements and the amount was fully received by the
Group in August 2015.

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

s 59
23
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HEETABRSENEH - THEE
EREERERNRZEEED
wUT ()

REBEE-_E—XR"F+=-A=
+T—BIEFE - BARBEH
¥ 4 A R #2,857,0007T (4
Mk HREL AR 2,695,000
T —CEBE—RE: YARK
22,343,0007T (£ 1Bk 18 49
A R #20,286,0007T)) &
SHENSERBEAIHAR
39,600,000t (A% 30 Bk F{ 18
#“IANR37,358,0007T) (=&
—hF : Y AR¥S55,250,000
TEMBRREBHNARE
52,123,0007T)) E R B = A
DRERE [HERY] KW
SHERSERAY] -

M MR- ZE-—RAFA=1tH"
FR A AR BE IR 2 15 5 P P A 5
TI&RME - ERmATA7 &
REBET L RERE
AEEFEH  MHEHERENE
BRI D IANRIHAR
#13,150,0007T - il &% 5KIA
EBHAEER-_Z—RFN
AZEERE -
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

18. RMBARIZKRE

R=B—AE+=B=+—H %
ARZHBARZENT -

18. INVESTMENTS IN SUBSIDIARIES

Details of the Company’s subsidiaries as at 31 December
2016 are as follows:

Proportion of ownership interest

HHRLE
Place of
incorporation/ Issued and
establishment fully paid The
and type of share capital/  Group’s Held Held
legal entity registered effective by the bya  Principal activities
gfeix capital interest Company subsidiary  and place of
Name of subsidiary BIMER BRORBE F8E  hFLF @HMELE  operations
HELTRE HRERNE kx/itlEx RRES 8 BH IERBRETHN
Pan Asia Environmental British Virgin US$200/ 100% 100% - Investment holding/
Protection Technologies Islands, limited Ordinary Share Hong Kong
Limited liability company 20037/ L3R REER /b
RERNAES
BRAT
Dragon Commend Limited British Virgin USs$1/ 100% 100% - Not yet commenced
Islands, limited Ordinary Share business
liability company 15/ Lk gk
ERRRES
BRAF
Wuxi Pan Asia (Note i) The PRC, US$54,280,000/ 100% 58.95% 41.05%  Sales of EP
‘BT (M) jointly- Registered Capital products and
foreign-owned 54,280,000% 70,/ equipment,
enterprise R undertaking of
e - AERERE EP construction
engineering
projects, and
manufacture
and sales of
EP construction
materials/the PRC
RREmREEH
& AERRERT
RHA REEREE
RIREBEME /
Pan Asia Environmental The PRC, N/A 100% - 100%  Not yet commenced
(Jiangsu) Limited wholly-foreign- (Note i) business
(Note ) owned enterprise TEH wRas
RBRRE (O1F) ARAF - (W)
(Hriti) NEBELE
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Notes to the Financial Statements

INVESTMENTS IN SUBSIDIARIES

(Continued)

Name of subsidiary

HELRER

Pan Asia Environmenta
Protection (China)

Company Limited (Note i)
(hEl) BRARA

W IIRIR
(Hiiti)

Lianyungang Minxin Investment

Limited (Note i)

BZEROVREBRAA

(Hiiti)

Place of
incorporation/
establishment
and type of
legal entity
EleL/
BibR
ERRRLE

The PRC,
wholly-
foreign-owned
enterprise

TR SEBELR

The PRC,
domestic-
invested limited
liability company

HE - BREE
BRAF

Issued and
fully paid
share capital/
registered
capital
BRTRBE
2 31T

HK$100,000,000/
Registered Capital

100,000,000 7T,/

MR

RMB10,000,000/
Registered Capital
AR 10,000,000

T/ R

B 75 AR M R

For the year ended 31 December 2016
HE_ZT—R"F+-A=+—HLFE

18. RBARIZ&RE (M)

Proportion of ownership interest

HARLH

The
Group’s Held Held
effective by the by a
interest  Company subsidiary
350 HFLE HMELRE
ERiEa 8 ]

Principal activities
and place of
operations

FTERBRESHE

100% - 100%  Sales of EP
products and
equipment and
undertaking of EP
construction
engineering
projects/the PRC

RREmMNREHE
REERRERTRE
B /HE

100% - 100%  Undertaking of
EP construction
engineering
projects/
the PRC

RERRERIR
A /HhE

~5% 145
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For the year ended 31 December 2016

HE-_Z—X"F+-A=+—HLFE

18.

INVESTMENTS IN SUBSIDIARIES
(Continued)

None of the subsidiaries had any debt securities subsisting
at the end of the year or within any time during the year.

Notes:

(i) The English names for these companies which were
established in the PRC are not officially registered but
included here as a translation for identification purpose.

(i) As at 31 December 2016, the registered capital of this company
was not yet injected by the Group.

(i) ~ The Group had no subsidiaries which have material non-
controlling interests during the years ended 31 December
2016 and 2015.

18. RMBARZ®RE (M)

A5 R B 7 4R A ) s ] 70 60 S Y
BARGEMNBERIESFE -

Wizt -

()  ARBIRKIZZ R A2 R E I IE
EREMEL 2B - NREFPT
R AW RBREMS - HE
ZR e

(i) RZT—A"F+=ZA=+—H %
NElEMBR AR RAAEEEA ©

(il BEZZTE—AFERZZTE—AHF+=
A=+—BLFE  AEBEIEK
BARHEEEAIEE R -

19. INVENTORIES 19. F8®
2016 2015
—EB—-RF —T-hF
RMB’000 RMB’000
AR®FT ARBTTT
Raw materials B R 614 928
Work-in-progress TS 66,370 91,867
Finished goods BIAK D 131,000 145,810
197,984 238,605
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20. TRADE AND OTHER RECEIVABLES 20.

Trade receivables with normal
credit terms (Note a)

Trade receivables with extended
credit terms (Note b)

Total trade receivables
Less: Allowance for doubtful debts

Total trade receivables, net of
allowance for doubtful debts

Less: Non-current portion of trade
receivables with extended credit terms

Current portion of trade receivables

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

Receivable of compensation of loss from
indemnity (Note 5)

Retention receivables (Note d)

Amounts due from related companies
(Note 21)

Amounts due from customers for
contract work (Note 26)

Loans and receivables

Prepayments for consultation, marketing
and promotional services (Note 17)

Prepayments and deposits

Other tax recoverables

Notes to the Financial Statements

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

Bl REMBRIA
2016 2015
—E—REF —E—hF
RMB’000 RMB’000
AR¥TT ARETT
EEEEHZREKES
IR (Kiza) 597,273 334,820
EEREEHZERES
I\ (faEb) 95,286 216,334
FEUE B FRIB M5 692,559 551,154
W R (78,323) (31,322)
JEWE BFRIB4R5E
LR RER B 614,236 519,832
B EEREEHZERES
FRIE 2 FEmENEb D (17,876) (112,744)
FEUE 55708 2 B 2B D 596,360 407,088
Etbpeliziia (fite) 27,871 29,487
B RIRBHE (7,605) (2,784)
20,266 26,703
FEREBEREERE
WkiE (B1:t5) 46,641 -
FEURERFRIB (M 7td) 88,582 35,839
FEULREE N B KRR
(H1:t21) - 1,016
EREPA#HITIRRE
(H1:t26) - 962
B ERFIE 751,849 471,608
B MBHE RS ERE
FER IR (BaE17) 39,600 42 457
B EES 47,845 47,631
Efbr] B H e 69,690 45,283
908,984 606,979
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

20. TRADE AND OTHER RECEIVABLES

(Continued)

The Group generally allows credit period ranging from
0 to 365 days to its trade customers with normal credit
terms and credit period up to three years to its trade
customers with extended credit terms which is based on
the contractual repayment schedule. Further details on the
Group’s credit policy are set out in note 38(b)(i).

The following is an ageing analysis of trade receivables

with normal credit terms and trade receivables with
extended credit terms, net of allowance for doubtful
debts, respectively, presented based on the invoice date
at the end of the reporting period which approximated the

148

respective revenue recognition dates:

20. RS REMBKIEA ()

REBE—MAETEZHEFO0E365
HOEEEES TSRESDE]
HNERKER STEESRFP
RE-FZEREEH - H4LE
EEEHREZE—FFE SN
MEEE38(b)() °

UTRAEREEHNELRE SR
BEREEREEHNEEEZ R
B EERBERBSHRNERAR
Hi (AR ANERBHEE) X
R RIBIRE B 2 BRI DT

Normal credit terms Extended credit terms Total

EZEEN EREEH st
2016 2015 2016 2015 2016 2015
ZB-RE —“T-1F ZB-RE _—T-HE ZB-RE —T-IF
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE ARETT ARBTR ARETT ARBTR ARETT
0 - 30 days 0&30H 72,496 3,717 - - 72,496 3,717
31 - 60 days 31&260H 29,712 25,200 - - 29,712 25,200
61 - 90 days 61£290H 133,315 38,952 - 128,254 133,315 167,206
91 - 180 days 91£180H 119,145 154,318 - 88,080 119,145 242,398
181 - 365 days 1812365H 78,382 81,311 - - 78,382 81,311
Over 365 days 3658 £ 85,900 - 95,286 = 181,186 =
518,950 303,498 95,286 216,334 614,236 519,832
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Notes to the Financial Statements

20. TRADE AND OTHER RECEIVABLES
(Continued)

a)

Trade receivables with normal credit terms

The ageing analysis of trade receivables with
normal credit terms that are neither individually nor
collectively considered to be impaired is as follows:

Neither past due nor impaired KRB BT AR E
Less than 1 month past due B ER A {E A
1 to 3 months past due BmH1 =3/ A
4 to 6 months past due wmHl4AZ=6ME A
More than 6 months past due #61 B R iR 6 1R 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.

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

20. ElRARAEMBKIEA ()
a) EREXFEHzEREZRE

b 42 {8 51 3% L R 4R AR R E A B
EREEMZRKRESHRIEALZ

BREBE DTN
2016 2015
ZE—RE —E—hF
RMB’000 RMB’000
AR®TT ARET T
181,846 272,946
140,009 4,781
130,584 3,018
31,271 11,770
35,240 10,983
518,950 303,498

R 2R 380 HR 7R AR ORI B 2 18 Wk TR
% 2T B EE RE R R
EFHR -

E #81 H118 AROB B < FE Y 3R 0R
ZRBEREAKEERIFER
R BITF AR - ZRNB
TR ERNEEERYESE
RN AZERBDER ST
2O WEEEREBA
LA BRI LR ERE - &
SEYESERZEHREIEM
Him -
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

20. TRADE AND OTHER RECEIVABLES
(Continued)

a)

150

Trade receivables with normal credit terms
(Continued)

Impairment losses in respect of trade receivables
with normal credit terms 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
of trade receivables with normal credit terms during
the year, including both specific and collective loss
components, is as follows:

20. RS REMBKIEA ()

a)

As at 1 January R—H—H
Impairment loss recognised EHERREEE
Reversal of impairment loss BB
Eliminated on disposal of subsidiaries & E A 7] il 5
As at 31 December R+=ZH=+—H

Reversal of impairment loss on trade debtors
represents the recovery of debts due from these
debtors previously considered to be impaired. An
allowance for these receivable amounts that had
been made in previous years was reversed back
accordingly.

As at 31 December 2016, trade receivables
with normal credit terms of approximately
RMB78,323,000 (2015: RMB31,322,000) were
individually determined to be impaired. These
individually impaired receivables were outstanding for
over one year as at the end of the reporting period
or were due from debtors with financial difficulties.
The Group does not hold any collateral over these
balances.

Pan Asia Environmental Protection Group Limited ¢ ;ZERREBAR 2 T

AERFEEHZEKRESRE
(%)

AEEEEHNEKRE SHFE
ZREBEIREEERESD®E
R BRIEAEEEEKRDEZE
B2 AR - BIZRE RS
BeHEERERE S FEHM
i (RKIsE2(g)) °

FREAEFEENNEKES
REZAEBRBES (BHRHE
EREBEEED) AT

2016 2015
ZE—RE —E—hF
RMB’000 RMB’000
AR®TT ARET T
31,322 27,226
47,131 23,116
(130) (11,590)

- (7,430)

78,323 31,322

FE U 5 B 00RH (B 65 18 1k () 45
Z AR AR AR B B FE % F1E
BAMBERERE - RBEF
Bz FRUGRIRIEH BB 2
SECERAERE -

X

—E-RF+ZA=+—
B EEFEEEHMNERE
2 A A R 78,323,000
T(ZZE—HRAF: AR
31,322,0007T) E ERIZEE B
A ° % E AR E 2 FEUGR
EHRHRERRAHBER—F
SR A T BRE 2 B AR
o REBEZELEHRITER
BEMEKEY -
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20. TRADE AND OTHER RECEIVABLES
(Continued)

b)

Trade receivables with extended credit terms

The amount represented the carrying amount of trade
receivables arising from the sales of EP products and
equipment to certain government authorities in the
PRC during the year ended 31 December 2015. At
initial recognition, the consideration to be received
by the Group was RMB237,050,000 which will be
settled by several instalments as stipulated in the
sale contracts in which the last settlement date will
be on or before 31 October 2018. The fair value of
the consideration recognised at the initial recognition
was approximately RMB212,387,000, determined
using discounted cash flows at an imputed
rate of interest. The difference of approximately
RMB24,663,000 between the nominal value of the
consideration and the fair value of the consideration
at the initial recognition was debited to revenue.

The movements of trade receivables with extended
credit terms during the year are as follows:

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

20. ElRARAEMBKIEA ()

b)

As at 1 January Rn—A—H
Fair value of the consideration at R R R 2 K E
initial recognition NEAE

Imputed interest recognised during
the year (Note 4)

Gain on early settlement of trade
receivables with extended credit
terms (Note 4)

Settlement from customers (including
the portion of early settlement of
trade receivables)

(Ktit4)

As at 31 December R+=-—A=+—H
Less: Amounts due within one year B ETARWE SFIEZ

included in trade receivables — current

— BIES

Amounts shown under non-current
assets

ZEE

FRERZHEN R

REGNBERE RS
FAE 53087

35 (H1E4)

BEGH (BERGE S
BRI HH)

—FRNEEFIA

EIRRBEER MR

RERGEN2EEBESRE

ZeRWEBE-_T-—hFt+=
A=+t—BLEFEARFH
ATHNREHERIRER R
BETEENEWRE S RE
ZERMEE - R Y16 W R A
AEEHKBRZzZRKEAAR
#5237,050,0007C * # #Z 88 &
B X RET A A B E B
B Ehse— A RE 8BS
BA-Z—NF+A=+—H
sk Z B o B W] 4A HE 3R B T RE
ROREBEAFTELHNBARE
212,387,0007T * Jy{E A 3T IR
MERERHENEREE - B
MR ENEERNE
ATFEZENZEHARE
24,663,000 CHE B A HIBR ©

EEREEHMNRIE S KA

RERNZEBIAT -
2016 2015
—E—-RE —ET—hF
RMB’000 RMB’000
AR®TT ARBFIT
216,334 =
- 212,387
10,249 3,947
5,004 -
(136,301) =
95,286 216,334
(77,410) (103,590)
17,876 112,744
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

20. TRADE AND OTHER RECEIVABLES
(Continued)

b) Trade receivables with extended credit terms
(Continued)

At the end of the reporting period, the Group has
trade receivables with extended credit terms which
fall due as follows:

Within one year
After one year but less than two years

After two years but less than
three years

—FR
—FREMFEA
MERB=FR

As at 31 December 2016 and 2015, no allowance
for doubtful debts was provided for trade receivables

with extended credit terms.

The ageing analysis of trade receivables with
extended credit terms that are neither individually nor
collectively considered to be impaired is as follows:

Neither past due nor impaired

R IARRE

As at 31 December 2016, the trade receivables
with extended credit terms of approximately
RMB95,286,000 (2015: RMB216,334,000) were
due from certain government authorities in the PRC
which will be settled by several instalments up to
three years.
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20. RS REMBKIEA ()

b)

BERFEHNZEREZRE

(%)

RBERR  AEENRER
EEMZERE S FIEEH

BRAT
2016 2015
—E—-RE —E-HF
RMB’000 RMB’000
AR®TTT AREFIT
77,410 103,590
17,876 85,920
- 26,824
95,286 216,334

RZE—ARER_T—RAF+
Z—A=+—8 TEGETE
EEPZERE S FIBELR
AREE o

I £ {8 7 2K H R AR VR R (E 2 &
EREEHZBREBSFHIALZ
BRI DA -

2016 2015
—E—-RE —T—HF
RMB’000 RMB’000
AR®TRT ARETTT
95,286 216,334

RZE—RFE+_A=+—
H BEREEHACERES
KIE K A A R #95,286,000
T(ZZE—HF: AR
216,334,0007T) * J5fE U+ B
HETHRAEENRIE  #$E5%
ZFRDYEEH -
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20. TRADE AND OTHER RECEIVABLES
(Continued)

c)

d)

Other receivables

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

20. B RARAMKIEA ()

c) HtEWRE

The movement in the allowance for doubtful debts EWZ%QE%? HEE (BERF

during the year, including both specific and collective NERBERI D) BT
loss components, is as follows:

2016 2015

—NE — R4

RMB’000 RMB’000

AR®TR ARET T

As at 1 January R—H—H 2,784 1,042

Impairment loss recognised EHERREERE 4,911 2,784

Reversal of impairment loss WA E D (90) (380)

Eliminated on disposal of subsidiaries &5 K& 2 7B 85 - (662)

As at 31 December Nt+—_A=+—H 7,605 2,784

Reversal of impairment loss on other receivables H b E Ui 70 T 5 (8 B 8 1B o 35

represents the recovery of debts due from these
debtors previously considered to be impaired. An
allowance for these receivable amounts that had
been made in previous years was reversed back
accordingly.

At at 31 December 2016, other receivables of
approximately RMB7,605,000 (2015: RMB2,784,000)
were individually determined to be impaired. These
individually impaired receivables were outstanding for
over one year as at the end of the reporting period
or were due from debtors with financial difficulties.
The Group does not hold any collateral over these
balances.

Retention receivables

Retention receivables (generally 5% to 10% 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.

Z BIBAR AR E B R U % F (8
BANBERERE - RBEF
Bl ix SRR L BB Z
RO FHERERE -

RZE—RFt+_A=+—
B HittElWRIEHARK
7,605,0007C (ZE—HF : A
R¥2,784,0007T) &R EE &
ERE - RBEHR - ZEE
IRk (B LS 3R T 1) R U [ R 4B
—FREWE Y BRENER
Ao REBWERZSEHRT
BEMEHRR -
d) ERERRIE
FEWERFRIBIEE P MR
2B (—MAEHNRBRERL
5%£10%) * BEREERNE
TERNFTRZEZEREA (—KA
—EMF) BTN TBH
EHEERFIBARNE—REE
A ERAYE -
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

21. AMOUNTS DUE FROM RELATED 21. FEWREQFHRIEA
COMPANIES
Maximum amount
outstanding during
the year ended
31 December
#EZ+-B=1+-H
LEEXREERE RN
2016 2015 2016 2015
Name of Relationship with ZE-R"E —"T-HF ZB-RE _—T—1F
related company the Group RMB’000 RMB’000 RMB’000 RMB’000
MELTEE HEKENRE AERBTRE ARETT AR%TR AR%T:R
Jianhua Yaozu Autonomous A company of which
County Zhongnan Mining Mr. Jiang Lei, a former
Limited (Note) director of the Company, is
TEERBAGTEES also a legal representative
BRRR (H:t) ARRINEEERELENE
EEERKZ AR - 16 16 1,016
Benxi Fanya Environmental A company of which
Heat & Power Co., Ltd. Mr. Fan Yajun, a director
(Note) of the Company, is also
REZDIRRABERAA a director and one of the
(HiE) ultimate beneficiaries
ARREELTERETE
FEFEREP—BHEK
Y WA/NC
A company of which
Mr. Jiang Lei, a former
director of the Company,
is also one of the ultimate
beneficiaries
ARRIMNESRRZLLE
MREP—BREZAA
217 - 1,000 1,000 1,000
- 1,016

The amounts due from related companies were unsecured,
interest-free and repayable on demand.

Note:
The English names for these companies which were established

in the PRC are not officially registered but included here as a
translation for identification purpose.
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22.

Notes to the Financial Statements

CASH AND BANK BALANCES

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 2016, the bank
balances and deposits carried interests at the prevailing
market interest rate which ranged from 0% to 0.3% (2015:
0% to 0.35%) per annum.

As at 31 December 2016, the Group had bank balances
and cash denominated in RMB that were either not freely
convertible or were subject to exchange controls in the
PRC, amounting to approximately RMB349,075,000
(2015: RMB275,743,000).

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

22. Ble&RR{THER

ReERBITEHEELIAEERBZ
HENMREHNHAAB=BAINUAT
ZREBBITER  RZE—AF+
Z—R=+—8 BITEHEERIE
WIAMBFNENFEZE0.3% (=
T—RHF  TE0.35%)T B °

RZEBE—ARF+_A=+—8"
REBBFAETERTPEBE RN B
HRIEE I FEZAARES
BZRTEBERRESHAARE
349,075,000L (ZZE—HF : AR

075 743,0007T) ©

23. TRADE AND OTHER PAYABLES 23. ERSERAEMBRIEA

2016 2015
—Z—RE —E—RF

RMB’000 RMB’000

AR%TR ARBET T

Trade payables (Note a) ENE 5508 (Kita) 109,609 109,160
Accruals and other payables FEETE A R E R IR 51,281 31,068

BN EERIE (H7t24) 2,512 2,876
JETRAE A R FIE (B1:E25)

Amounts due to directors (Note 24)

Amounts due to related companies
(Note 25)

Amounts due to customers for
contract work (Note 26)

Payable for legal fees and liabilities

34,363 16,339
ENEPAHIIERIE
(Ht:t26) - 1,657

AR RE A M EAR

from litigation claim (Note 5) BREKAERE (f:25) 70,754 24,113

Financial liabilities measured at NSRS ENEREE
amortised cost 268,519 185,213
Other PRC tax payables Hh e R B A IR 2,325 2,340
270,844 187,553
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

23. TRADE AND OTHER PAYABLES (Continued)
a) Ageing analysis of trade payables

The ageing analysis of trade payables at the end of
each reporting period based on invoice date is as

follows:

0 — 30 days 0£30H

31 - 60 days 31£260H
61 — 90 days 61290H
91 — 180 days 91£180H
181 — 365 days 181£365H
Over 365 days 3658 A

24. AMOUNTS DUE TO DIRECTORS

Mr. Jiang Quanlong BRESLE
Mr. Jiang Lei BEEAE

The amounts due to directors were unsecured, interest-
free and repayable on demand.
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23. ERESARAEMKIEA ()

a) REBNEZREZIREDT

BN EZHRBER SRS HRZ

BEHHZER WranT
2016 2015
ZE—RE —E—hF
RMB’000 RMB’000
AER®BTT ARBEFIT
4,822 253
7,042 11,155
6,150 7,574
22,011 11,549
4,557 36,471
65,027 42,158
109,609 109,160

24. WA EEREA

2016 2015
—E-RE —T-RF
RMB’000 RMB’000
AR®TT ARETT
2,512 2,376
- 500
2,512 2,876

RNESFADELRR 28 RA
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For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

25. AMOUNTS DUE TO RELATED COMPANIES 25. BEFRRELATIRIE

Name of related company Relationship with the Group 2016 2015
[ PE/NGIE L HAKERE —E-RE —T—h%F
RMB’000 RMB’000

N5 ARETT

Yixing Silver Mile Fluorescent A company of which
Materials Co., Ltd. (Note) Mr. Jiang Quanlong,
HEREEAMEERRR (A72) a director of the
Company, is also a
director of its shareholder

ARREZRRELELEND

HRRzEZZRNA 4,443 4,443
Praise Fortune Limited The Company’s immediate and
ultimate controlling party
KRR 2 BB REBIET 29,920 11,896
34,363 16,339
The amounts due to related companies were unsecured, ENBEARREBEEERET 28
interest-free and repayable on demand. MR ERBNRER ©
Note: Htat -
The English name for this company which was established in the A B 2 AR 2 R A TBIFEIE R
PRC is not officially registered but included here as a translation AftER Bl AREPAEAEE
for identification purpose. WA RBEMRS  HEBRZA -
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For the year ended 31 December 2016
BHE_T—R"F+A=+—HLEFE

26. AMOUNTS DUE (TO)/FROM CUSTOMERS
FOR CONTRACT WORK

Details of construction contracts in progress at the end of
each reporting period are as follows:

26. (Eft) BBEFRSHIRE
]

REBERRATERTIREEH
ERELUNNE

2016 2015
—NE —E—hF
RMB’000 RMB’000

AR®TRT ARETT

Contract costs incurred to date ESFIEA 2B HIKA - 29,478
Recognised profits less recognised losses B #3254 A5 2 iR K 18 - 5,210
- 34,688
Less: Progress billings R HEE IR - (35,383)
- (695)
Represented by: & -
Amounts due from customers U EFA X TIERIE
for contract work (Note 20) (K1#£20) - 962
Amounts due to customers ENRFEHTEFIE
for contract work (Note 23) (H17#£23) - (1,657)
- (695)

As at 31 December 2015, the amounts due from
customers for contract work were expected to be
recovered within one year.

Receipts in advance from customers for contract work
amounting to approximately RMB1,222,000 as at 31
December 2015 were included in “Deposits received and
receipts in advance”.
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For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

27. INCOME TAX IN THE CONSOLIDATED 27.

STATEMENT OF FINANCIAL POSITION

a) The movement of tax (recoverable)/payable in
the consolidated statement of financial position
during the year are as follows:

As at 1 January Rn—HA—H
Provision for the year FNEAE
- PRC Enterprise Income Tax — PR EMSHEE
— continuing operations — REKEES
(Note 8(a)) (B #t8(a))
- discontinued operations — BRIEEEER
(Note 7) (H1at7)

Income tax paid during the year  ERE 5

As at 31 December R+—_A=+—8H
Represented by: fix -
Tax payable FEfSHLIR
Tax recoverable AT U B FE IR
Net tax recoverable AU B A TR 5 R

FeaMBERARAZHRER

a) HREMBRRERMIZ (AT

=),/ ENHERERN 22
W
2016 2015
ZE—RE —E—AF
RMB’000 RMB’000
AR®TT ARETTT
(39,116) (9,113)
17,735 32,761
- 7
(42,527) (62,771)
(63,908) (39,116)
10,888 10,888
(74,796) (50,004)
(63,908) (39,116)
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

27. INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(Continued)

160

b)

Deferred taxation

The components of deferred tax liabilities/(assets)
recognised in the consolidated statement of financial

27. REMBRARAZMER

(#)

b) EZEHIE

FARGEMBRRKERZ
BEEREEE(BE) 24

position and the movements during the year are as EEB REBIAT ¢
follows:
Fair value
adjustment on
Depreciation trade
Withholding allowances receivables
tax on in excess with extended
undistributed of related  credit terms
earnings  depreciation and others Total
BEERESY
ZERES
*EET BHARKE RENLTEE
ZHRMR ZHERE HEREM et
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETFT ARETT
As at 1 January 2015 n-Z-1F—A—-H 11,766 6,436 = 18,202
Charged/(credited) to EBHXH/GTA)
profit or loss (Note 8(a)) (Hi7#8(2)) 4,787 1,116 (6,192) (289)
As at 31 December 2015and  R-Z—RF+-A
1 January 2016 =t-RAR=ZE—%F
—H—H 16,553 7,552 (6,192) 17,913
Effect on change in tax rate —HNB AR E
of a subsidiary (Note 8(a)) 2y T8 ([i280) = (8,021) 2,477 (644)
Charged/(credited) to profit EEEYE/GIA)
or loss (Note 8(a)) (#1:28(a) 4,205 (3,313) 2,387 3,279
As at 31 December 2016 RZE—RE
+-A=+-H 20,758 1,218 (1,328) 20,648
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For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

27. INCOME TAX IN THE CONSOLIDATED
STATEMENT OF FINANCIAL POSITION
(Continued)

b) Deferred taxation (Continued)

The following is the analysis of the deferred tax
balances for financial reporting purposes:

Deferred tax assets RIEFIAE E
Deferred tax liabilities FEERIEEE

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.

As at 31 December 2016, the Group has
unrecognised deferred tax liabilities of approximately
RMB19,353,000 (2015: RMB15,275,000) in
relation to withholding tax on undistributed
earnings of approximately RMB193,528,000
(2015: RMB152,745,000) due to the retention of
undistributed earnings by the subsidiaries established
in the PRC determined by the directors of the
Company.

=

27. BEMBRARAZFRENR

ELEH R (F)
VAT 2t B4 75 B0 5 B 9 1 SR

ERRTEARR Z DT
2016 2015
ZE—RE —T—hF
RMB’000 RMB’000

AR®TT ARETT

(1,328) (6,192)
21,976 24,105
20,648 17,913

RIBFBEDEAEBOER (1D
EABHRED - B
SNE R ERINEIR B E PTE IR
B R B RSB ZZ10%TA M © 1t
REE-_TTN\F-—A—HE
B BRAR_ZETLF+ -
A=1T—A&RNAF - W+ EH
HINRIREEPTBEDEERET
BRB L AR BER X
BRIEMBR - AAKEMS -
BARERI0% - Btk - A&
B 78 LA AP B RS2 B B X )
R-ZZBZNE-A—BURE
£ B F AT 0 TR B AL S B TR
M -hB—EENF—HA—
B A& £ 7 B A S O Y /B 2 )
MBHADEAFNME - A%
BRBEBREBR  BRRT
HMIRAE - EwmIE R BRER
TEHRAEBRFRBNIKET
MRS - RAREERTER
AAKEMNESEFR  REE
FRF 152U EL Y /BB 8 RIAR BUBUR ©

RZE—ARFE+_A=+—
B AEBEERDEEFOA
R #193,528,0007T (= & —
AF : AR¥E152,745,0007T)
HTENT A B R ERELER
HBE R ARK19,353,000
T(ZZE—HF: AR
15,275,0007T) * JTE R AR
A E E R E B B AR S /9 B
BRARRBARDEERFFTE -
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For the year ended 31 December 2016
BHE_T—R"F+A=+—HLEFE

27. INCOME TAX IN THE CONSOLIDATED 27.

STATEMENT OF FINANCIAL POSITION
(Continued)

b) Deferred taxation (Continued)

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

As at 31 December 2016, deductible temporary
differences in respect of tax losses not recognised
in these financial statements were approximately
RMB26,017,000 (2015: RMB29,098,000). No
deferred tax asset has been recognised in respect
of such deductible temporary differences due to the
unpredictability of future profit streams. Included
in the above are tax losses of approximately
RMB26,017,000 (2015: RMB29,098,000) which can
only be carried forward for a maximum period of five

years.
28. DEFERRED GOVERNMENT GRANTS 28.
As at 1 January n—HA—H
Released to profit or loss BABE
As at 31 December Rt+t-—A=+—H

The deferred government grants are the subsidies received
from the PRC government for acquisition of property, plant
and equipment.
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ARAEMERRZ N ZBEAL
BEAEHEE

RZE—ARF+ZA=+—
B ARAFBRRERHHR
HEENARNEREZEYA
R #26,017,000c (& —Hh
& AR #29,098,0007T) °
MR R RE B &
EEWRRZE RN E =
ERERBECMREBEE - L
HEEEREBEOARE
26,017,000 (ZF — A F :
A R #29,098,0007T) * £ 7]
ZIEEAIAF -

Al §IE T 5 6 B

2016 2015
—E-RE —E—hF
RMB’000 RMB’000
AR®TT ARETIT

4,051 4,709
(658) (658)
3,393 4,051
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For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

29. SHARE CAPITAL 29. B®&
Authorised and issued share capital EERBEBITRA

2016 and 2015
—E-RER-FT-AHF

Number of
Ordinary shares of HK$0.1 each FHEEO. 1757 ZiER shares Amount
Ein 8 H kof ]
’000 HK$°000
TBg F#Ex
Authorised: EE
As at 1 January and 31 December R—A—H&
+=-—A=+—H 4,000,000 400,000
Issued and fully paid: ERTRHE :
As at 1 January and 31 December WH—H—H K&
+=-—A=+—H 840,000 84,000
(Equivalent to
approximately
RMB78,073,000)
(HERBARE
78,073,0007T )
The holders of ordinary shares are entitled to receive TEREEAEGSRIKETITREIRZ
dividends as declared from time to time and are entitled REWEREARNANTRE AT
to one vote per share at meetings of the Company. All —EHE . > EEEARE AN T FE
ordinary shares rank equally with regard to the Company’s HREEMSBRSE -

residual assets.
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

30. RESERVES

The reconciliation between the opening and closing
balances of each component of the Group’s consolidated
equity is set out in the consolidated statement of changes
in equity. Details of the changes in the Company’s
individual components of equity between the beginning
and the end of the year are set out below:

30. f&fl

FEENEABRSERDBH 2 F
W RO R A 0 2 BRI PR A 2
BE)F o A A R4 3

FIgnR

Attributable to owners of the Company

INGE E-PN
Share
Share Share  Contributed  Translation option Accumulated
capital premium surplus reserve reserve losses Total
123 EinaR BARR EREE BERERE AHER 1]

RMB'000 RMB'000 RMB'000
ARETR  ARETR  ARETR
(Note 29) (Note (i) (Note (iv))

RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETT ARETR  ARETR
(Note (vi) (Note (vii)

(F3k29) (BiFzE()) (3E(v) (Biski))  (BosEwi))
As at 1 January 2015 RZE-1E
-A-A 78073 4684 3712178 (123.280) 17,592 63087) 758,320
Loss for the year ENEE - - - - - (9922) (9.922)
Other comprehensive income Ly Elen
- Exchange difference on tranglation - R EEEREE
of financial statements to 2HEREEL
presentation currency ERES - - - 34,848 - - 34,848
Total comprehensive income for ENZENEEE
the year . . - 34,848 . 0922) 24,9%6
Dividends (Note 12(b)) & (HzZ120) - - - - - (13,761) (13,761)
As at 31 December 2015 and W-Z-Ha%+-R=+
1 January 2016 —BR=F-7E-A
-f 78073 46684 312178 (88432 17,502 (16770 760,485
Loss for the year ERER - - - - = (12,575) (12,575)
Other comprehensive income A2 EbE
- Exchange difference on translation - BEEBHRXE
of financial statements to 2IEREEL
presentation currency ERER - - - 51,666 - - 51,666
Total comprehensive income for EREANELE
the year - . - 51,666 S (12579 30,001
Transfer to accumulated losses REREXHEER
upon lapse of share options REGER - - - - (2,332 2,332 =
As at 31 December 2016 RZE—RE
+-R=1-H 78,073 466,844 372,178 (36,766) 15,260 (87,013) 808,576
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30. RESERVES (Continued)

Share premium and reserves

i)

if)

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 &
B2 DIRIBERFT TIEAMRAF], a former subsidiary of
the Company.

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

30. fEfE (#8)

IR AD R 18 R ot
) REE
@fﬁ BERAE(KE

)

1)

F1) 0 ARAZ A dE B 5
ﬁ%$ ﬁ%ﬁA’ﬁ%%%
BOEKREERZR - AAF]
ABRNEENBEEKBIR
REHZEE

1B E

ARER B 2 5 ) e e P R B
EQ?ZE@&%@EEE%
BERARBBRMR _ZETLF+
“A—BLEWAIARRINEHE
B R EZENB QBT
BUTRD cEEZERE -

R #

A& AN 1 7 2R B FE IR IR i e 3
$ AR AT B A R E Rz 8
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For the year ended 31 December 2016
HE-T—ANF+-_A=+—HILEE

30. RESERVES (Continued)
Share premium and reserves (Continued)
iv)  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.

v)  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 reserve is used for expanding
the capital base of these subsidiaries by means of
capitalisation issue.
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For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

30. RESERVES (Continued) 30. f#fm (#8)

Share premium and reserves (Continued) RMRERFEE (&)

vi)  Translation reserve vi) [ERFEE
The translation reserve comprises all foreign N FERIERE AT
exchange differences arising from the translation FAREZAERER 2K
of the financial statements of the entities within the WREEZFIBINEERE - K
Group whose functional currency is other than RMB. A AR B M FE2(t) P Bl & 5T K
The reserve is dealt with in accordance with the RERIBREME -

accounting policies set out in note 2(t).

vii)  Share option reserve vij) FEIRIERE
The share option reserve arose upon on the grant of BERERBDEAREARRZ
share options of the Company and is dealt with in BB E L - RN E2(p)
accordance with the accounting policies set out in ()FTE Z T HCR IR o

note 2(p)(ii).

Distributable reserves of the Company AR T 2T 5k

Under the Companies Law (Revised) of the Cayman RIEFASES A ENE (KBE]) -
Islands, share premium and contributed surplus are DaRBERBARBBKRAS /)E%Hxﬁ
distributable to shareholders, subject to the condition that \"% i AN A 8 5 B B RIB &) ST
the Company cannot declare or pay a dividend, or make a BEEEIMEIE  ()TZRE
distribution out of share premium and contributed surplus EZTEHMEEEAE\E&HXKEE BFT 2
if (i) it is, or would after the payment be unable to pay its B ATNSERIEZARE - st
liabilities as they become due, or (i) the realisable value of & B R ARBRIEL DR ©

its assets would thereby be less than the aggregate of its
liabilities and its share capital account.

As at 31 December 2016, the Company’s reserves available RZE—RF+=A=+—8"
for distribution to shareholders amounted to approximately BRIEBEFRASHEERRE (BEE]) &
RMB752,009,000 (2015: RMB762,252,000), computed AARMEBERBAUGE KO
in accordance with the Companies Law (Revised) of the AARSETFTREZEEOAA
Cayman Islands and the Company’s articles of association. R #752,009,000t (= & — &
This includes the Company’s share premium of approximately F N R ¥762,252,0007T) ° %
RMB466,844,000 (2015: RMB466,844,000) and contributed HEBRARAKNDERBHOARK
surplus of approximately RMB372,178,000 (2015: 466,844,000 (ZZE—HF : AR
RMB372,178,000), less accumulated losses of approximately #5466,844,00070) R ABGBRLH A
RMB87,013,000 (2015: RMB76,770,000), which are available R #372,178,0000T (ZZE— R %F :
for distribution. AR #372,178,0007T) & 21 &8
4 A R #87,013,000t (ZZF — A
F: AR¥76,770,0007T) & A {EH
DK ©
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31. 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)

Vi)

vii)

viii)

168

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;

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

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

any customer of the Group or any Invested Entity;

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

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;

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

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.

Pan Asia Environmental Protection Group Limited ¢ ;ZERREBAR 2 T
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31.

Notes to the Financial Statements

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 9.5% of the issued shares of the
Company as at 31 December 2016 (2015: 9.5%).

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 one year vesting period required under
the Share Option Scheme for the holding of an option
before it can be exercised.

31.
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31.

170

SHARE OPTION SCHEME (Continued) 31. MEBHERTE (48)
An offer for the grant of options to a grantee shall be MERAELOREEREEZLNEA
accepted by no later than 21 days from the date of offer. TENREHBHABIBRER - &
HK$1 per grant of options is payable on the acceptance MER ZERERERSOERE
of the grant of options. Options may be exercised in SAUETT o AR E TR IRE R ERT
accordance with the terms of the Share Option Scheme B2 ERATE - WIRE R R &
and expiring in accordance with the terms of the Share 2 GRS BB AR R 5T Bl W T B R
Option Scheme or upon the expiry of the tenth anniversary KB (UAREEBE) -
of the Share Option Scheme, whichever is the earlier.
The exercise price is determined by the directors of the TEEBRARIESEE MADT
Company, and shall not be less than the highest of () the BER)REEL B B R FTE A R
closing price of the Company’s shares as stated in the BRAFARRRRMD ZWHE (i)
daily quotations sheets of the Stock Exchange on the EERLBEREBHIIAEZ XM
date of the offer of grant; (i) the average closing price of XS EHRERMEBEAR ARG
the Company’s shares as stated in the daily quotations ZFEHWHE  R(i)AN R RRDE
sheets of the Stock Exchange for the five trading days B (UEaERE) -
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 a) RIEEREEBEREZGR
granted to directors and employees are as R4 -
follows:
Number of
share
options Contractual
granted Vesting life of options
=i conditions TERRiE
BikiEs e BEGH SHEH
Granted to directors: KT ES 2 BIRE
—on 14 May 2008 ——_ZEENF 5,800,000 one year 10 years
AA+MA —4 T4
—on 11 June 2012 ——_T—_fF 5,000,000 one year 10 years
~NA+—AH —4 T4
Granted to employees: BT IEE 2B
- on 14 May 2008 ——_ZEENF 12,000,000 one year 10 years
HEA+MA — T
—on 11 June 2012 ——_T—_fF 30,000,000 one year 10 years
~NA+—A —4 T4
Total number of share B AR
options granted 52,800,000

Pan Asia Environmental Protection Group Limited ¢ 2 BREBAR QT



Notes to the Financial Statements

31. 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 2016, the
outstanding share options granted and accepted
by directors and employees was 10,800,000 (2015:
13,800,000).

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
vested 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 2016, the outstanding
share options granted and accepted by directors and
employees was 32,500,000 (2015: 32,500,000).

No share options were lapsed during the year ended
31 December 2015 and 3,000,000 share options
were lapsed during the year ended 31 December
2016.

No share options were exercised during the years
ended 31 December 2016 and 2015.
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31. FRBxiEEt®E (#8)
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31. SHARE OPTION SCHEME (Continued) 31. MEBHERTE (48)

b) The number and weighted average exercise b) ERHEUREERESCESR
price of share options granted and accepted by ZEBREZHE RMEFEGT
directors and employees are as follows: EEMT :

2016 2015
ZE-R¥ —T-hfF

Weighted Weighted

average average

exercise exercise
price Number of price Number of
M#EF  share options JEF  share options
fifEE HREnE oy BREsE

Outstanding at beginning of FMmATE

the year HK$1.42i& 7T 46,300,000 HK$1.4278 7T 46,300,000
Lapsed during the year FRER HK$2.81# T (3,000,000 N/ATE B -
Outstanding at end of the year ~ E& AT HK$1.32i& T 43,300,000  HK$1.42/6 7T 46,300,000
Exercisable at end of the year ~ F&A F17{E HK$1.3285% 43,300,000 HK$1.42%7T 46,300,000

The options outstanding as at 31 December 2016
had an exercise price of HK$2.81 or HK$0.83 (2015:
HK$2.81 or HK$0.83) and had a weighted average
remaining contractual life of 4.207 years (2015: 5.207
years).
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31. SHARE OPTION SCHEME (Continued) 31. BRI (48)
c) Fair value of share options and assumptions c) BREZATERER
The fair value of services received in return for share IR BREmMESZ RG22
options granted is measured by reference to the fair AT EEZERBEREZ AFE
value of share options granted. The estimate of the FE o BERBREZMF AT
fair value of the share options granted is measured BERIZBEX] HEEEER
based on the Binomial Option Pricing Model. The FE - BRECAENTHAL
contractual life of the share option is used as an Bz —HBAZEY -
input into this model.
Share options granted on
Tz BkE
11 June 2012 14 May 2008

Fair value of share options and EERR#EZ A FER R =% —EENF

assumptions ~NA+—H AA+IMA
Fair value at measurement date REt= B8z AT E HK$0.25#&TTE HKS$0.881/5 7T

to
HK$0.277# T

Share price el HK$0.8387  HK$2.79/8 7T
Exercise price 1T1EE HK$0.8387E  HK$2.81/87T
Expected volatility (expressed as TEERRIE (A [ =18 | &

weighted average volatility EEBRAAEAN

used in the modeling under IR IR KRR )

the Binomial Option Pricing Model) 54% 40%
Option life (expressed as weighted — BEMR#EFHS (LA [ 1B |

average life used in the modeling HEFEBEREAANEAN

under the Binomial Option IIAE I FEIRR) 10 years 10 years

Pricing Model) +5 T+
Expected dividends TEHARR B 4.82% 3%
Risk-free interest rate A e B ) 2

(based on Exchange Fund Notes) (IRIBIMNEESZIE) 1.13% 3.21%

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 one year vesting period associated with
the share options granted.

BRI TR IR LR IR AT B
(VA BB B HE 2 DD 1 35 R 4 67
HEE) BERARMAN
BRIBLR N IR 2 TR E B
- HHREDREBERE
B - MRAIEEAZ2HR
RZEHAHRFEZEE
REATE -

ERHZERENE —FREB
HARR o
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32. SEGMENT REPORTING

174

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 three reportable segments. No
operating segments have been aggregated to form the
following reportable segments.

° Sales of EP products and equipment: this segment
involves the sales of EP products and equipment to
external customers.

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

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

An operating segment regarding the provision of EP
related professional services was discontinued during the
year ended 31 December 2015. The segment information
reported in this note does not include any amounts for
the discontinued operation, which are described in more
details in note 7.
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Notes to the Financial Statements

32. SEGMENT REPORTING (Continued)

a)

Segment revenue, 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 and intangible
assets, and current assets with the exception of tax
recoverable, unallocated cash and bank balances,
investments in financial assets and other corporate
assets. Segment liabilities include trade and other
payables, deposits received and receipts in advance
attributable to individual segments.

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.
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32. SEGMENT REPORTING (Continued) 32. ST (&)
a) Segment revenue, profit or loss, assets and a) DEHWA - BFHEEBE
liabilities (Continued) rafE (&)
Information regarding the Group’s reportable BE_ZT-—R"FERZE—AF
segments as provided to the Group’s CODM for the +=ZA=+—8H JJ:@T BmE
purposes of resources allocation and assessment b N = E e DN PN
of segment performance for the years ended 31 SEEFEERREARMBEZ
December 2016 and 2015 is set out below: REBE R 2D IHE RS a0
™
Sales of EP products Manufacture and sales of EP construction
and equipment EP construction materials engineering projects Total
Continuing operations; BEREEE: BRERRRFZNE PERNERGRENH BRERIERA 5t
2016 2015 2016 2015 2016 2015 2016 2015
“E-X§ —E-RF IB-RX§ CE-Rf IB-"§ —T-nf ZE-R"§ C—T-1%
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000
ARBTR ARETT ARMTR  ARETT  ARBTR ARETT AERTR ARET:
Reportable segment revenue from R BAMERF 2 2
external customers RABRA 637,846 864,588 176,500 176,622 - 27,383 814346 1068593
Inter-segment revenue AEHREBA - = - = - - - =
Reportable segment revenue A 2RAHUA 637,846 864,588 176,500 176,622 - 27,383 814346 1068593
Reportable segment profi EFHHRF
(adjusted EBITDA) (#Z:B% 7 EBITDA) 107,490 163,109 45,356 8,395 - 820 152,846 172,324
Depreciation and amortisation 1 &E R #$ (61) (80) (23,986) (24.478) - = (24,047) (24,558)
Impairment loss on trade EWE SR
receivables HEEE (38,129) (19,276) 9,002) (271) - (35569) 47,131) (23,116)
Impairment loss on other EtEWIEZ
receivables HEEE (4911) = - = - = (a911) =
Reversal of impairment losson ~ [EME S ZEREE
irade receivables BED - 8785 130 = - 2,805 130 11590
Reportable segment assets 2R HEE 745,883 667,641 699,669 766,869 18,606 6898 1464158 1441408
Additions to non-current segment  ERIRE JERE
assets during the year NBE - = 26 5,668 - - 246 5,668
Reportable segment liabiltes T2 HA AR 470,468 416,13 3,611 34,080 14,162 17574 520,241 467789
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32. SEGMENT REPORTING (Continued)

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

Continuing operations:

Revenue
Reportable segment revenue
Elimination of intra-group
transactions

Consolidated revenue

Profit

Reportable segment profit derived
from external customers

Depreciation and amortisation

Unallocated head office and
corporate income

Unallocated head office and
corporate expenses

Consolidated profit before taxation

Assets
Reportable segment assets
Tax recoverable
Unallocated cash and bank
balances
Unallocated head office and
corporate assets

Consolidated total assets

Liabilities
Reportable segment liabilities
Tax payable
Deferred tax liabilities
Unallocated head office and
corporate liabilities

Consolidated total liabilities

Notes to the Financial Statements
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32. HEpEwmE ()

A2H D IWA ~ BRIHE
B -EERABEZHE

2016 2015

—NE —hF

RMB’000 RMB’000
BiEEBEY AR®FT ARBFIT
KA
B PN 814,346 1,068,593
%’ﬁﬁ%lf‘ﬁx%
RE WA 814,346 1,068,593
T
TREINBE PR 23]

ban=i Vgl 152,846 172,324
P18 I 5 (27,406) (28,148)
ROBCBI KW
1,416 1,616

ROBBIEREHERT

(30,943) (46,499)
PR AT AR & 0 Tl 95,913 99,293
EE
AI2Z2RNHEE 1,464,158 1,441,408
AT B 18 74,796 50,004
ROBIR & RIRITREE

349,740 275,964
ROMBEXRTCEEE

163,504 95,131
REREE 2,052,198 1,862,507
ﬁE

EFxHHBEE 520,241 467,789

J,:H%RIE 10,888 10,888
FRIEF A B (E 21,976 24,105
AoBBRIA R TEEE

119,652 55,144
rEBaE 672,757 557,926
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32. SEGMENT REPORTING (Continued) 32.

c) Information about major customers

Revenue from external customers individually
contributing 10% or more of the Group’s total
revenue is as follows:

Customer A ZEH
Customer B 257,
Customer C Z25R
Customer D Z2ET
Customer E ZER

Revenue from the above customers during the years
ended 31 December 2016 and 2015 are generated
from sales of EP products and equipment.

d) Geographical information
(i)  Revenue from external customers

The following table sets out information about
the geographical location of the Group’s
revenue from continuing operations from
external customers. The geographical location
of customers is based on the location at which
the services were provided or the goods were

delivered.

Mainland China AR RRE (FEfft)
(place of domicile)

South Korea L

Others H

178 Pan Asia Environmental Protection Group Limited ¢ ;ZERREBAR 2 T

SEBEE (K]

c)

d)

FREEFEFZEHR

1D 531 5 6K 2 o 4 4 A 10%
S 2 RENBES 2 A
m -

2016 2015
ZE—RE —E—hF
RMB’000 RMB’000

AR®TT ARETT

149,829 -
141,385 =
84,444 -
- 169,231

- 157,635

BE_ZT—AFR-FT—HF
TZA=+—HIFE " XA
i EFHRARHERRE
mmMEREELE

@)  KEINBEFZRA

TR BEBEAZEEF
BREXBMELNE
BANER R P 2 WA R A
EwEZER - BPM
i EREHERERE
B R o

2016 2015
—B—-RF —T-hF
RMB’000 RMB’000

AR®TR ARETT

811,235 1,067,628
2,997 941
114 24
814,346 1,068,593
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32. SEGMENT REPORTING (Continued) 32. HEPEE (H])
d) Geographical information (Continued) d) wEER (F)
(i) Specified non-current assets )  EEHREEE
The Group’s specified non-current assets REEZETEIERBDE
comprise property, plant and equipment, E BEDE - BEK
prepaid lease payments and prepayments BB BNHEEREIN
for consultation, marketing and promotional L#WA MEBEHEERE
services. BERBETEMNK -
The geographical location of these specified ZEERTEIRDEEN
non-current assets is based on (i) the physical Fir £ #b [ T3 1R 15() 3L 9
location of the assets, in the case of property, ¥ BEREERER
plant and equipment and prepaid lease HEREMS BEEX
payments, and (i) the location of the services B P R (i) 78
to be provided by the service providers, in - miGHERSE ER
the case of prepayments for consultation, BEMRME @ RER
marketing and promotional services. HEHeRERE M
B o
The following table sets out information about TR EBIEEIER
the geographical location of the specified non- BEENMEHRE &
current assets. ko
2016 2015
—E—RE —T—hHF
RMB’000 RMB’000
AR®TR ARBTIT
Mainland China B RRE (FEM)
(place of domicile) 493,507 563,942
Hong Kong BB 249 340
493,756 564,282
33. PLEDGE OF ASSETS 33. HEEMH

A bank deposit of the Company’s subsidiary of
approximately RMB6,543,000 as at 31 December 2016
(2015: RMB6,543,000) was pledged to a bank to secure a
banking facility granted to this subsidiary.

R-ZE—RE+-A=+—H ' &
AR—EWB AR ZBITERLOA
R #6,543,000T (ZZE—HF : A
R #6,543,000T) B - LAER
ZWBARER ZIRITHE 2R -
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34. RELATED PARTY TRANSACTIONS 34.

a)

During the years ended 31 December 2016 and a)
2015, in addition to the transactions and balances

disclosed elsewhere in these financial statements,

the Group also entered into the following material

related party transactions:

Relationship with Nature of
Name of related party  related party transaction
FREALRE HERBALZRE XHkE
Wuxi Xin Wei High A company of which Receipt of
Temperature Ceramics Mr. Jiang Quanlong, rental income
Co., Ltd. (Note) a director of the Company, WEF S UA

(“Wuxi Xin Wei”) is also a director of its
EHTREEEEAERALF  holding company

(Hizt) RRARABEEERELETR

(TEHHE 1) HERDARZESZAA
Note:

The English name for this company which was established
in the PRC is not officially registered but included here as a
translation for identification purpose.

Remuneration for key management personnel of b)
the Group representing the amounts paid to the
Company’s directors as disclosed in note 10 and the

highest paid employees and senior management as

disclosed in note 11 is as follows:

AR BT
BEBLE )

Short-term employee benefits
Post-employment benefits

Pan Asia Environmental Protection Group Limited ¢ ;ZERREBAR 2 T

FREALXS

RE_T—XER-T—IHF
TZA=+—HLEE  BR
It 55 B 5 R 3R HL At ER ) P 4 BR
ZRHREFI REET
BTN ERBBAEALR
5

2016 2015
ZE-RE —T-FhF
RMB’000 RMB’000
AEBTT AREFT
53 58]

Hits -

R BIR S 2 R R) 2 B XX AT 3F
EREMELC 2R - RREF
R AW REEMS - 135
ZH e

AREBTIBER AL ZHM
(BDFf sE10FT W E 2 T A A
RAEZEENMMFIEEZ S
e AL RSREBEAEZSE
) ST

2016 2015
—g-XE T
RMB’000 RMB’'000
ARWFRE  ARETR
4,482 4,249

74 97

4,556 4,346
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35. COMMITMENTS 35. #&iE
(a) Capital commitments (@) EAEIE
2016 2015
—E-RE —ZT—hHF
RMB’000 RMB’000

(b)

AR®TT ARETT

Capital expenditure contracted AR TYSEZEELD
but not provided for in the BRRIEHRFED
financial statements: BB ERRX
— in respect of the acquisition of —-BEWX  W&E
property, plant and equipment &L= 9,680 9,680
Operating lease commitments (b) REFERE
As lessee EHEREA
At the end of each reporting period, the Group had REREEAR  NEBRPAD
operating lease commitments for future minimum EWE  THRYENRERE
lease payments under non-cancellable operating AR R FHE M AR AR R
leases in respect of office premises, factory premises YN HEHERBEZEEHE
and equipment which fall due as follows: EEINEERAT
2016 2015
—E-RE¥ —T—hEF
RMB’000 RMB’000
AR®TRT ARETTT
Within one year —FR 1,477 1,477
After one year but within five years —%E&{BRER 635 2,112
2,112 3,589
Leases and rentals are negotiated and fixed for MY RBE TEBEEET -
periods of three years. None of the leases includes ABHI=F - IEMAEaERR
contingent rentals. e o
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35. COMMITMENTS (Continued)

(b)

Operating lease commitments (Continued)

As lessor
The Group had contracted with a tenant for a lease
term of 5 years. The following is the non-cancellable
future minimum lease payments to be received by
the Group:

Within one year —F R
After one year but within five years —&F&BRER

Included in the above is future minimum lease
payments receivable from Wuxi Xin Wei, a related
company, of approximately RMB71,000 (2015:
RMB124,000) and the non-cancellable future
minimum lease payments receivables is as follows:

Within one year —F R
After one year but within five years —&F&BRER

The related company is a company of which Mr.
Jiang Quanlong, a director of the Company, is also a
director of its holding company.
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35. #&ifE ()
(b) EEHRKE (&)

ERHBA

AEEDE-RELT LAY
HEFENGH - AT RAEER
Y B B S AT B R R AR R &

3 -
2016 2015
—g-Xx¥ -T-If
RMB’000 RMB’000

AR®TT ARETT

53 53
18 71
71 124

PSR EAEBEOAR
71,000 (ZE—HE : A
R #124,0007T) 2z — [ 8 &
PEIEBT R AR ZEAERE
U R IE 2 A B R R SR B R AR

EERFIENT
2016 2015
ZE—RE —E—AF
RMB’000 RMB’000

AR®TRT ARETTT

53 53
18 71
71 124

BERRR—BARBESH
REEENREZERABZE
£ A/NCII



36.

37.

Notes to the Financial Statements

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
financial performance of the Group.

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 trade and other payables, and deposits received
and receipts in advance) minus cash and bank balances.

36.

37.

B 75 AR M R

For the year ended 31 December 2016
BHE-T—A~"FE+-_A=+—HLEE

BRAR

AEBBRORTRETREREEH
CETRREMAERFIEEER
RE REHHIBEREXESR
KBEETANEAAERMESNIE - [
B AEERZAHEARRERERE
ERATIRMH s BETREREBEZR
BRG - ARBESHERBAEE
CERSHEBETEH RS EEEN
TS AR 00 5 B 75 R IR AR B KT FI &7
@,

BxEH"

AEBEREAZAZRBEDRE
AEEREANEEREFELEREE
R URELE BB N A4 IE
£ RARRREURE @R

BEEREGNTERHERREET
R RERE  DERSBRREERE
ATAEHE s BEREREKFER
B2 EARRNTER2IFERREZ
B ES T - 3035 38 4 i SRR 3 A
BRETHEERENELAREE
HAEE - FR HERZFERR
BURAEH (&S -

EEERERLXFEEETYE
RAEBEZERERE - Bt A%
BAREBEHFRAEHAR (BEE
NEZRAMFEREKIZE ME
WK ) TRER & RIRTTAE SR o
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37. CAPITAL MANAGEMENT (Continued)

The net debt-to-equity ratio as at 31 December 2016 and

2015 was as follows:

Current liabilities:
Trade and other payables
Deposits received and receipts
in advance

Subtotal
Less: Cash and bank balances

Net debt

Total equity

Net debt-to-equity ratio

MEBAEE -

FENE 5 R EMTRIR

B R E R FAUGK

NG
W Be RIS

BEFE

Neither the Company nor any of its subsidiaries are
subject to externally imposed capital requirements.
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37.

BFETHE (W)

RZE—ARERZE—RF+=A
=t+—BZERLEEFENT

2016 2015
—F—RF —T-RF
RMB’000 RMB’000
AR®TR ARET T
270,844 187,553
365,656 331,329
636,500 518,882
(349,740) (275,964)
286,760 242,918
1,379,441 1,304,581
20.79% 18.62%

AR B SAE AT E B A R BLE R SN

BERZEARRERS
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38. FINANCIAL INSTRUMENTS 38. #M IR
a) Categories of financial instruments a) S®MIARE
2016 2015
—NE —T—hF
RMB’000 RMB’000

AR®TT ARETT

Financial assets SREE
Trade receivables FEWE 5 5/IE 614,236 519,832
Other receivables ﬁ@ﬂgqﬂlm 20,266 26,703
Receivable of compensation of IEREBEERE

loss from indemnity FEM IR 46,641 =
Retention receivables FE U B R FRIE 88,582 35,839
Amounts due from related JE Uk B8 A Bl M FIB

companies - 1,016
Amounts due from customers for JEWE P& % THE5RIE

contract work - 962
Pledged bank deposits ERIRERTTTF 3K 6,543 6,543
Cash and bank balances H& RIRTT4 6 349,740 275,964
Loans and receivables B R EYGR 1,126,008 866,859

Available-for-sale financial asset AtHESREE - =

Financial liabilities measured at LIS REHENERER
amortised cost

Trade and other payables BB 5 N H i I8 268,519 185,213
b) Financial risk management objective and policies b) 2HEKREEEEREE
Exposure to credit, interest rate, liquidity and REBERAEEBHEERZE
currency risks arises in the normal course of the B X - RnEpEeshEBR
Group’s business. These risks are limited by the %o INEEEIE BT X AT B S
Group’s financial management policies and practices EEBEREREEZER
described below. % o
There has been no change to the types of the REBBEBHSRTANEE
Group’s exposure in respect of financial instruments Kt =Rk ZETZ%@*’%%U
or the manner in which it manages and measures the I ) -
risks.
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38. FINANCIAL INSTRUMENTS (Continued)

186

b) Financial risk management objective and policies
(Continued)

i)

Credit risk

As at 31 December 2016, 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, retention receivables, receivable of
compensation of loss from indemnity, 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.

Credit risk refers to the risk that a counterparty
will default on its contractual obligations
resulting in financial loss to the Group. The
Group has adopted a policy of only dealing
with creditworthy counterparties and obtaining
sufficient collateral, where appropriate, as a
means of mitigating the risk of financial loss
from defaults.

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. The Group
generally allows credit period ranging from 0
to 365 days to its trade customers with normal
credit terms and credit period up to three
years to its trade customers with extended
credit terms which is based on the contractual
repayment schedule. Normally, the Group does
not obtain collateral from its customers.
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38. &R TR ()
b) TEREREEEEREE (&)

EEmEE
RZE—RF+A=
T—B &ANEERE
RAERGE M BARR
RPREMEEZRE
1B (4 90 B {E fa L (5 8
) -

AEBEBZEERREE
RERUEEHBRRE
HmBOEEERKE S
KA - EEH&ZE@@E%{
H BINERKRIE - B
1%5%EWW$WM
HREAMBEUWKIIE B
BEERXETHEZEE
B UTHEBEERZE

EERR

EERBEHFHEH
Aﬁfﬁm% T LA BUA
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Z’»‘E@E%HX/\,\
= ;Eﬁ?ﬁ?ﬁ
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38. FINANCIAL INSTRUMENTS (Continued)

b) Financial risk management objective and policies
(Continued)

i)

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,
5.20% (2015: 22.85%) and 34.56% (2015:
74.30%) of trade receivables were due from the
Group’s largest customer and the five largest
customers, respectively, arose from the sales of
EP products and equipment segment.

The credit risk on the Group’s trade receivables
with extended credit terms is limited because
the counterparties are certain government
authorities in the PRC having no default
payment history.

Further quantitative disclosures in respect of
the Group’s exposure to credit risk arising from
trade receivables are set out in note 20.

Amounts due from related parties, retention
receivables, receivable of compensation of
loss from indemnity, and other receivables are
regularly monitored by the Group and follow up
actions are taken to recover these balances in
the case of any risk of default.

The credit risk on liquid funds is limited
because the counterparties are banks with
good reputation and high credit ratings.
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38. &R TR ()
b) TEREREEEEREE (&)
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38. FINANCIAL INSTRUMENTS (Continued) 38. &R TR (#)

b) Financial risk management objective and policies by <EEMBRETEEERKE (HE)

(Continued)
i) Interest rate risk )

The Group’s cash flow interest rate risk relates
primarily to variable-rates of pledged bank
deposits and bank balances.

The Group does not anticipate significant
interest rate risk because the interest rates of
these balances are not expected to change
significantly.

i) Interest rate profile

The following table details the interest
rate profile of the Group’s variable-rates
pledged bank deposits and bank balances
at the end of the reporting period:

2016
~B-RF

Effective
interest rate RMB’000
ERFIE% AR¥TR

Bank balances SRITH AR 0%-0.3% 349,719
Pledged bank deposits BEERRITEH 1.5% 6,543
Total balance bt S 356,262
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FIEmB

AEEZ RS RERE
M E B R R 1T
T3 R IR AT K 85 27 B
JESTR

A 4 B 9 4 T 50 B A
¥ER - BAXEREHS
FIE TR AR -

) FEER

TREFLANEED
EERMBITERR
RITRERZIFEF
KR AT E R
MREER -

2015
“Z-1F

Effective
interest rate RMB’000
EBFEY  ARETT

0%-0.3% 275,927
1.5% 6,543
282,470
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38. FINANCIAL INSTRUMENTS (Continued)

b) Financial risk management objective and policies
(Continued)

ii)  Interest rate risk (Continued)

ii)

Sensitivity analysis

At 31 December 2016, 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 profit
after tax and increase/decrease the
Group’s retained profits by approximately
RMB3,028,000 (2015: RMB2,119,000).
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
2015.
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38. &R TR ()
b) TEREREEEEREE (&)

W FIFEEE (&)
i) BRI

RZZE—RF+=
A=+—H8' #&
ﬁﬁ EFTE EAt
BHEFTE 2IE
T R ERIEE E
F+,/ T 10018 &
B AEE 2K
Tt 18 5% FI 3G 00 Rk
DRAEEZIRE
i F 3B 0 A 4D
A R #3,028,000
T(ZE—RF:
A R #2,119,000
JT) ° %¥ZH@
%Ph\ Xl &
Zﬁ;;ars ®

ESEE ST
BREMNEEHS
REREBREA
WYEERARZAT
EZETESRT
BIEAR 7 M &R
% o 1001E £ B 2
118 =X Bk iR A B 1R
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38. FINANCIAL INSTRUMENTS (Continued)

190

b) Financial risk management objective and policies
(Continued)

iii)

Liquidity risk

Liquidity risk is the risk that the Group will
encounter difficulty in meeting obligations
associated with financial liabilities that are
settled by delivering cash or another financial
asset as they fall due. The Group’s policy is to
regularly monitor current and expected liquidity
requirements and its compliance with lending
covenants and to ensure that it maintains
sufficient reserves of cash and adequate
committed lines of funding from banks to meet
its liquidity requirements in the short and longer
term.

The following table details the remaining
contractual maturities at the end of the
reporting period of the Group’s non-derivative
financial liabilities, which are based on
contractual undiscounted cash flows (including
interest payments computed using contractual
rates or, if floating, based on rates current at
the end of the reporting period) and the earliest
date the Group can be required to pay.
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38. FINANCIAL INSTRUMENTS (Continued)

b) Financial risk management objective and policies
(Continued)

i) Liquidity risk (Continued)

Carrying
amount
HEE
RMB’000
AR®FR
Non-derivative financial i &RALR
liabilities
Trade and other payables ~ EEBREM A 268,519

38. &R TR ()

b) LREBREEEEREX (8

) mBELEE (&)

2016

o 22

Contractual undiscounted

cash flow

EHRERERRER

Within one

year or

on demand Carrying
—-Fhg Total amount
HEXRE an KEfE
RMB'000  RMB'000 RMB'000
ARRTR ABRFR ARETT
268,519 268,519 185,213

2015
“5-1%
Contractual undiscounted
cash flow

AOFEARTRER

Within one

year or

on demand
—ER Total
RESER a3
RMB'000 RMB'000
ARETT  ARETR

185,213 185,213
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38. FINANCIAL INSTRUMENTS (Continued)

192

b) Financial risk management objective and policies
(Continued)

iv)

Currency risk

The Group 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)

Exposure to currency risk

The following table details the Group’s
exposure at the end of each reporting
period to currency risk arising from
recognised assets and liabilities
denominated in a currency other than the
functional currency of the entity to which
they relate. For presentation purposes,
the amounts of exposure are shown in
RMB, translated using the spot rate at the
end of the reporting period.

38. &R TR ()

b) LREBREEEEREX (8

)  EBEE

AEBY R zEERR
ETR2REEARBHS
RN EBIAIZEE
AEZEERSEHRZ
R - A&E B A I E
SNEE BB o AT
BEEESEEIER
B YREFTEREZE
i ERIMNER G ©

) EHEEEER

TRHANAEER
% W E B K | e
ZE¥RR A
[\ B Ty LA B B8 48
EREWZNERN
Moz E¥EHEZ
EHREENARE
MEL - HE2HE
MmE - ZERR
TRIAARER
R WIAREHR
ZENEAR RpE -

Exposure to foreign currencies (expressed in RMB’000)

mHHMRRRE (UARBTTIR)

2016 2015

—I-RE —T-1f
United United
Hong Kong States  Hong Kong States
Dollars Dollars Dollars Dollars
E £ BT =y

Amounts due to related FEfTEEE A RZUR

companies (12,702) - (11,896) -
Cash and bank balances Be RFTES - 2,418 _ 3,737
Overall exposure HEERE R (12,702) 2,418 (11,896) 3,737
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38. FINANCIAL INSTRUMENTS (Continued)

b) Financial risk management objective and policies
(Continued)

iv)  Currency risk (Continued)

ii)

Sensitivity analysis

The following table indicates the
approximate change in the Group’s
profit 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.

2016
Z3-0F
Increase/
(decrease)
in foreign Effect on Effect on
exchange profit retained
rates after tax profits
SHeER Hig  HREEN
L#/(FH)  BuzveE b4 3 ]
RMB’000 RMB’000
AERTRE  AERTR
Hong Kong
Dollars AT 1% (108) (108)
(1%) 108 108
United States
Dollars e 1% 21 2
(1%) (21) (21)
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38. &R TR ()

b) LREABREEREREX (B

i) E¥EE (&)
i) BEES T

TRETRHREH
RAKE 2 F A
12 0 ) K AR B 0t
) B 21 E Ao &R £

EASEEEEXR
Rk EEEE R
ARELEE T 2 B0

28 -

2015
“E-1F
Increase/

Effect on (decrease) Effecton
other in foreign Effect on Effect on other
components exchange profit retained  components
of equity rates after tax profits of equity
HEGRM  EEZR Wit WREER  HEEEM
BiRckE A/(Th)  ERePE 158 PhevE
RMB'000 RMB'000 RMB'000 RMB'000
AE®TR ARBFT  ARETR  ARETR
- 1% (89) (89) =
- (1%) 89 89 -
- 1% 2 28 -
- (1%) (28) (28) -
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38. FINANCIAL INSTRUMENTS (Continued)

b) Financial risk management objective and policies
(Continued)

iv)  Currency risk (Continued)
ii) Sensitivity analysis (Continued)

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
2015.

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.
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38. FINANCIAL INSTRUMENTS (Continued)

c)

Estimation of fair values

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

i) Loan and receivables and financial liabilities
at amortised cost

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 receivables with normal
credit terms, other receivables, trade and
other payables, pledged bank deposits and
bank balances without a specific maturity. For
other financial instruments (including trade
receivables with extended credit terms), the
fair values are determined in accordance with
generally accepted pricing models based on
discounted cash flow analysis.
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39. 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.

i) Useful lives and residual values of property,
plant and equipment and prepaid lease
payments

Management determines the estimated useful
lives and residual values for the Group’s
property, plant and equipment and prepaid
lease payments in accordance with the Group’s
accounting policies stated in notes 2(e) and
2(f) respectively. The Group will revise the
depreciation charge and the amortisation
expense where useful lives and residual values
are different from previous estimates, or will
write off or write down technically obsolete or
non-strategic assets that have been abandoned
or sold.
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39. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

a) Key sources of estimation uncertainty (Continued)

ii)

Impairment of property, plant and equipment
and prepaid lease payments

If circumstances indicate that the carrying value
of an item of the property, plant and equipment
and prepaid lease payments may not be
recoverable, the asset may be considered
“impaired”, and an impairment loss may be
recognised in profit or loss in accordance
with the accounting policy for impairment of
property, plant and equipment and prepaid
lease payments as described in note 2(g)(ii).
The carrying amounts of assets are reviewed
periodically in order to assess whether the
recoverable amounts have declined below the
carrying amounts. These assets are tested
for impairment whenever events or changes
in circumstances indicate that their recorded
carrying amounts may not be recoverable.
When such a decline has occurred, the carrying
amount is reduced to recoverable amount.
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39. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

198

a) Key sources of estimation uncertainty (Continued)

ii)

Impairment of property, plant and equipment
and prepaid lease payments (Continued)

The recoverable amount is the greater of the
fair value less costs of disposal and the value in
use. In determining the value in use, expected
future cash flows generated by the asset
are discounted to their present value, which
requires significant judgement relating to the
level of revenue and amount of operating costs.
The Group uses all readily available information
in determining an amount that is a reasonable
approximation of recoverable amount,
including estimates based on reasonable and
supportable assumptions and projections of
the level of revenue and amount of operation
costs. Changes in these estimates could have
a significant impact on the carrying value
of the assets and could result in additional
impairment charge or reversal of impairment in
future periods. As at 31 December 2016, the
carrying amount of the Group’s prepaid lease
payments, and property, plant and equipment
are approximately RMB52,149,000 (2015:
RMB53,340,000) and RMB399,098,000 (2015:
RMB428,836,000), respectively.
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39. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

a) Key sources of estimation uncertainty (Continued)

iii)

iv)

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.
The carrying amount of the Group’s inventories
as at 31 December 2016 is approximately
RMB197,984,000 (2015: RMB238,605,000).

Trade and other receivables

The Group’s management determines the
provision for impairment of trade and other
receivables based on the evaluation of
collectibility, ageing analysis of accounts and
on management’s judgement. A considerable
amount of judgement is required in assessing
the ultimate realisation of these receivables,
including the current creditworthiness and
the past collection history of each debtor.
Management reassesses the provision at the
end of each reporting period. The carrying
amount of the Group’s loans and receivables
(included in current and non-current trade and
other receivables) as at 31 December 2016
is approximately RMB769,725,000 (2015:
RMB584,352,000).
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39. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

200

a) Key sources of estimation uncertainty (Continued)

v)

vi)

Construction contracts

As explained in policy notes 2(i) and (2)(s)
(i), 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 26 will not include profit or loss 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.

Warranty provisions

As explained in note 36, the Group does not
make provision for product warranties arising
from sales of its EP products and equipment,
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.
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39. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

b)

Critical accounting judgements in applying the
Group’s accounting policies

In determining the carrying amounts of certain assets
and liabilities, the Group makes assumptions for the
effects of uncertain future events on those assets
and liabilities at the end of each reporting period.
These estimates involve assumptions about such
items as cash flows and discount rates used. The
Group’s estimates and assumptions are based on
historical experience and expectations of future
events and are reviewed periodically. In addition
to assumptions and estimations of future events,
judgements are also made during the process of
applying the Group’s accounting policies.

i) Income taxes

The Group is subject to income tax in Hong
Kong and various taxes in the PRC. Significant
judgement is required in determining the
provision for taxation. There are many
transactions and calculations for which the
ultimate tax determination is uncertain during
the ordinary course of business. The Group
recognises liabilities for anticipated tax issues
based on estimates of whether additional tax
will be due. Where the final tax outcome of
these matters is different from the amounts
that were initially recorded, such differences
will impact the income tax and deferred
tax provisions in the period in which such
determination is made.
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39. CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATES
UNCERTAINTY (Continued)

202

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

ii)

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

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.

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.
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40. HERB LT

BHETAERE  AREREEER
EHTENDIRARER - &I
HEHRFRABEZRBTZFS -
HELESBZWEA T -

40. DISPOSAL OF SUBSIDIARIES

As disclosed in note 7, the Group discontinued its
operations of provision of EP related professional services
at the time of disposal of its entire equity interest in Wuxi
Zhong Dian. The gain from disposal of the Disposal Group

was analysed as follows:

2015
—E—-RLfE
RMB’000
AR®BTT
Cash consideration received BEYCRERE 800
Analysis of assets and liabilities over RERFENZSERRBZDR :
which control was lost:
Prepaid lease payments A ERIE 5,180
Property, plant and equipment Wz - BB R 11,783
Trade and other receivables EWE 5 Rk H A 5RIE 181,801
Inventories 55 82,927
Cash and bank balances IR & RIRITAERR 1,673
Amount due from a fellow subsidiary FEM —FE R R M8 2 R 3k IE 1,332
Trade and other payables FEE 5 REAMFRIE (55,328)
Short-term bank loan RHRITER (9,000)
Deposits received and receipts in advance B Uizs RIEUK (232,727)
Amount due to an intermediate holding JE 1~ PR 42 A% A =) IR
company (22,921)
Amount due to a fellow subsidiary e — R R B AR 508 (1,867)
Non-controlling interests VAR 9,341
Net liabilities disposed of HEZBEFRE (27,806)
Gain on disposal of subsidiaries: HEMBARZKE :
Cash consideration received BEUIRERE 800
Net liabilities disposed of HEZBETE 27,806
Assignment of amount due from Bl —ERREMNB AR EE
a fellow subsidiary 1,332
Assignment of amount due to an EAFREZERAR DS
intermediate holding company (22,921)
Assignment of amount due to a EN—ERENBARZAESHE
fellow subsidiary (1,867)
Gain on disposal of subsidiaries (Note 7) HEMB ARz (Ba7) 5,150

Net cash outflows arising on disposal: HEZHRE&RHBE :
Cash consideration received BUWREeRE 800
Less: Cash and cash equivalents disposed of i : HEZHS RERIIRSIER (1,673)
Net cash outflows from disposal of HEMNRBARZBES R FEE

subsidiaries (873)

The results and cash flows of the Disposal Group, which
comprised only the operation of provision of EP related
professional services, for the period from 1 January 2015
to the date of disposal were disclosed in note 7.
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41.

42.

204

MAJOR NON-CASH TRANSACTIONS

During the year ended 31 December 2015, trade
receivables of approximately RMB15,030,000 were
settled by prepaid lease payments and buildings with
carrying amounts of approximately RMB5,180,000 and

RMB9,850,000 respectively.

COMPANY-LEVEL STATEMENT OF

FINANCIAL POSITION

NON-CURRENT ASSETS
Plant and equipment
Investments in subsidiaries

CURRENT ASSETS
Amount due from a subsidiary
Other receivables
Cash and bank balances

CURRENT LIABILITIES
Amounts due to subsidiaries
Other payables

NET CURRENT ASSETS

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

TOTAL EQUITY

FRBDEE
55 MR
RETE AR ZIE

REEE

& Uy — I BT B8 1 1 8

Ho{th & Y 3008
e KIRTTHERR

REARR
FEAT P B A Bl IR
Hfth FE 5K IR

RENRERE

RERE

B & B i
A
1

e

Approved and authorised for issue by the board of
directors on 30 March 2017 and are signed on its behalf

by:

Jiang Quanlong
Director

ELES

EFE

M. EEFBHEXH

REBEZE-_Z—RAF+=-_A=+—H
EFE BREBESFHREBHARK
15,030,000 T LABREE 7 B9 AR
#5,180,0007T & A R #9,850,000

T RS RIBTEHE -
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42. AFIEREBRBER AR
2016 2015
—E—RE —E—RF
Note RMB’000 RMB’000
B 5T AR®TT ARBFIT
249 337
18 588,871 551,544
589,120 551,881
IR 280,526 262,578
1,124 774
625 187
282,275 263,539
44,331 42,743
18,488 3,192
62,819 45,935
219,456 217,604
808,576 769,485
29 78,073 78,073
30 730,503 691,412
808,576 769,485
LEEeN _E—+tF=A=+H
HofE R - AR T ESK
REE
Jiang Xin EEF
Director =
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43. IMMEDIATE AND ULTIMATE CONTROLLING 43. BEERR&REZEHS
PARTY

The directors of the Company consider the immediate ARREZEERR AEBZEE
and ultimate controlling party of the Group to be Praise M EH T AR EBREZRES
Fortune Limited, which was incorporated in the British # fit A& 32 2 2 F]Praise Fortune
Virgin Islands. This entity does not produce financial Limited ° 2 BB MR ] H AR
statements available for public use. BRI ZHB®E -
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44. POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE
YEAR ENDED 31 DECEMBER 2016

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 2016 and which have not been adopted in
these financial statements. These include the following
which may be relevant to the Group.

Effective for

accounting
periods beginning
on or after
Amendments to HKAS 7 1 January 2017
“Statement of Cash Flows:
Disclosure Initiative”
Amendments to HKAS 12 1 January 2017

“Income Taxes: Recognition of
Deferred Tax Assets for Unrealised
Losses”

HKFRS 9 “Financial Instruments” 1 January 2018

HKFRS 15 “Revenue from Contracts 1 January 2018
with Customers”

Amendments to HKFRS 2 “Share- 1 January 2018
based Payment: Classification

and Measurement of Share-based
Payment Transactions”

HKFRS 16 “Leases” 1 January 2019
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Notes to the Financial Statements

44. POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2016
(Continued)

The Group is in the process of making an assessment of
what the impact of these amendments and new standards
is expected to be in the period of initial application. So
far the Group has identified some aspects of the new
standards which may have a significant impact on the
consolidated financial statements. Further details of the
expected impacts are discussed below.

As the Group has not completed its assessment, further
impacts may be identified in due course and will be taken
into consideration when determining whether to adopt
any of these new requirements before their effective date
and which transitional approach to take, where there are
alternative approaches allowed under the new standards.

HKFRS 9 “Financial instruments”

HKFRS 9 will replace the current standard on accounting
for financial instruments, HKAS 39 “Financial Instruments:
Recognition and Measurement”. HKFRS 9 introduces
new requirements for classification and measurement
of financial assets, calculation of impairment of financial
assets and hedge accounting. On the other hand,
HKFRS 9 incorporates without substantive changes
the requirements of HKAS 39 for recognition and
derecognition of financial instruments and the classification
of financial liabilities. Expected impacts of the new
requirements on the Group’s consolidated financial
statements are as follows:

44,

B 75 AR M R

For the year ended 31 December 2016
HE_ZT—R"F+-A=+—HLFE

—

EHEHGERBE_S—F
+ZA=+—HLEFERX
SV ZETE - HEARE
Bz REE (])

~

A B EAE TR S AT A R
BI7E & ke R IR TR G e 2
®oies  AEEDHBIVEAN
£ F 75 T A B 2 6 B TS SRR A
EAYE  EMPENE—SHE
PR T -

A SR B R S R BT - AR
5 50 8 B IR BB — B
® - WHHRRTREET AT LN
A A1 R TR E R S RE R
R I AT B R 5 A O
R BB R £ B EHE -

BERMBHELNFEOR ST
&

BB SRS ERF R ASER B R
cRTAESHEEFENRFER
EFGFERF% [&@m T A
BREAE] BB HHRELELSE
RS AND R ESCHMEE « &
EoREERBRE PSR
e B—HHE - BAEMEHRELER
FORMA BT EANIBEEFE S
R FEIMEBHERARKRILERS
BMTARSBEEDEMNETE -
BEHAEERETIERRNTER
FEWT

Annual Report 2016 ¢ =& — NFEF R

207



Notes to the Financial Statements

B RS SRR M R

For the year ended 31 December 2016
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44. POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2016
(Continued)

208

HKFRS 9 “Financial instruments” (Continued)

(@)

Classification and measurement

HKFRS 9 contains three principal classification
categories for financial assets: measured at (i)
amortised cost,
loss (“FVTPL”) and (iii) fair value through other
comprehensive income (“FVTOCI”) as follows:

(i) fair value through profit or

The classification for debt instruments is
determined based on the entity’s business
model for managing the financial assets and
the contractual cash flow characteristics of
the asset. If a debt instrument is classified as
FVTOCI then effective interest, impairments and
gains/losses on disposal will be recognised in
profit or loss.

For equity securities, the classification is FVTPL
regardless of the entity’s business model. The
only exception is if the equity security is not
held for trading and the entity irrevocably elects
to designate that security as FVTOCI. If an
equity security is designated as FVTOCI then
only dividend income on that security will be
recognised in profit or loss. Gains, losses and
impairments on that security will be recognised
in other comprehensive income without
recycling.
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Notes to the Financial Statements

44. POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2016
(Continued)

HKFRS 9 “Financial instruments” (Continued)

(a) Classification and measurement (Continued)

Based on the preliminary assessment, the Group
expects that its financial assets currently measured
at amortised cost and FVTPL will continue with their
respective classification and measurements upon the
adoption of HKFRS 9.

The classification and measurement requirements
for financial liabilities under HKFRS 9 are largely
unchanged from HKAS 39, except that HKFRS 9
requires the fair value change of a financial liability
designated at FVTPL that is attributable to changes
of that financial liability’s own credit risk to be
recognised in other comprehensive income (without
reclassification to profit or loss). The Group currently
does not have any financial liabilities designated
at FVTPL and therefore this new requirement may
not have any impact on the Group on adoption of
HKFRS 9.
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44. POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2016
(Continued)

HKFRS 9 “Financial instruments” (Continued)

(b) Impairment

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an “expected
credit loss” model. Under the expected credit loss
model, it will no longer be necessary for a loss event
to occur before an impairment loss is recognised.
Instead, an entity is required to recognise and
measure expected credit losses as either 12-month
expected credit losses or lifetime expected credit
losses, depending on the asset and the facts and
circumstances. This new impairment model may
result in an earlier recognition of credit losses on the
Group’s trade receivables and other financial assets.
However, a more detailed analysis is required to
determine the extent of the impact.

(c) Hedge accounting

HKFRS 9 does not fundamentally change the
requirements relating to measuring and recognising
ineffectiveness under HKAS 39. However, greater
flexibility has been introduced to the types of
transactions eligible for hedge accounting. The
Group currently does not have any hedge and
therefore this new requirement may not have any
impact on the Group on adoption of HKFRS 9.
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For the year ended 31 December 2016
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44. POSSIBLE IMPACT OF AMENDMENTS, 4. EFBERBE_ZS—RF
NEW STANDARDS AND INTERPRETATIONS +-RA=+—HBLFEERFEK
ISSUED BUT NOT YET EFFECTIVE FOR EWZETF  FHEARR
THE YEAR ENDED 31 DECEMBER 2016 BZORERE ()
(Continued)

HKFRS 15 “Revenue from Contracts with Customers” ERMBREEANFISHEREE
Ea#zlkz ]
HKFRS 15 establishes a comprehensive framework for BB R E LR FE155REL T
recognising revenue from contracts with customers. RRKEBBEFPENNENEEESE -
HKFRS 15 will replace the existing revenue standards, BB RS 2RI 155 AV ER
HKAS 18 “Revenue”, which covers revenue arising from BUEEZER Eﬂ%ﬁ‘?’%%‘ﬁi&ﬂ”%m
sale of goods and rendering of services, and HKAS 11 S Iam | (BREEEEY RREH]
“Construction Contracts”, which specifies the accounting BATE AR M) &%x’%?;ﬁr/&ﬁ”
for revenue from construction contracts. The Group is 115 [BEE N GIRZES HIK
currently assessing the impacts of adopting HKFRS 15 EHERTRIERE) - NEBRIER
on its consolidated financial statements. Based on the ﬁﬁéiﬂﬁ?ﬁﬁﬁ‘k#ﬁ%ﬁ,ﬁ” 51557 ¥
preliminary assessment, the Group has identified the HEREAUBEBRRZEE - RENS
following areas which are likely to be affected: Ml AREEBRA TR
7AW :
(a) Timing of revenue recognition (@) W tERZ A
The Group’s revenue recognition policies are REBZ WS ERBEFEER
disclosed in note 2(s). Currently, revenue arising from Mizk2(s)c BRI BEAAOR
construction contracts and the provision of services R AR P15 W e BE R
is recognised over time, whereas revenue from the wR - EEMEREEER
sale of goods is generally recognised when the E#RRNKEDRER TEF
risks and rewards of ownership have passed to the R HERR ©
customers.
Under HKFRS 15, revenue is recognised when the BEBEBMBREERFS
customer obtains control of the promised good or 'f WEHREFEBEE K 2%
service in the contract. HKFRS 15 identifies three 7 B W 3 AR 1 2 1 I RE R
situations in which control of the promised good or R BAMBRE LR E159
service is regarded as being transferred over time: EEE TR TEEFEE MR
21 %‘H&?&ﬁﬁ[‘iﬁﬁﬁ'ﬁiﬁﬁyz
=115
()  When the customer simultaneously receives () EXEFPREBEANRE
and consumes the benefits provided by the KESXRERAEEBREYD
entity’s performance, as the entity performs; PR 2 F 2 b
(i)  When the entity’s performance creates or (i) EEBBEAHAIESILR
enhances an asset (for example work in —IEBAQE?)EEJ PR
progress) that the customer controls as the BRBEPIESCEE
asset is created or enhanced; (WfERETRR) B
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44. POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2016
(Continued)

HKFRS 15 “Revenue from Contracts with Customers”
(Continued)

(@) Timing of revenue recognition (Continued)

(i) When the entity’s performance does not create
an asset with an alternative use to the entity
and the entity has an enforceable right to
payment for performance completed to date.

If the contract terms and the entity’s activities do
not fall into any of these three situations, then under
HKFRS 15 the entity recognises revenue for the
sale of that good or service at a single point in time,
being when control has passed. Transfer of risks and
rewards of ownership is only one of the indicators
that will be considered in determining when the
transfer of control occurs.

As a result of this change from the risk-and-reward
approach to the contract-by-contract transfer-of-
control approach, it is possible that once the Group
adopts HKFRS 15 some of the Group’s business
activities that are currently recognised at a point in
time may meet the HKFRS 15 criteria for revenue
recognition over time. This will depend on the terms
of the sales contract and the enforceability of any
specific performance clauses in that contract, which
may vary depending on the jurisdiction in which the
contract would be enforced. It is also possible that
for the remainder of the Group’s contracts the point
in time when revenue is recognised may be earlier
or later than under the current accounting policy.
However, further analysis is required to determine
whether this change in accounting policy may have
a material impact on the amounts reported in any
given financial reporting period.
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Notes to the Financial Statements

44. POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2016
(Continued)

HKFRS 15 “Revenue from Contracts with Customers”
(Continued)

(b)

()

Significant financing component

HKFRS 15 requires an entity to adjust the
transaction price for the time value of money when a
contract contains a significant financing component,
regardless of whether the payments from customers
are received significantly in advance or in arrears.
Currently, the Group would only apply such a policy
when payments are significantly deferred, which is
currently not common in the Group’s arrangements
with its customers.

Sales with a right of return

Currently when the customers are allowed to return
the products, the Group estimates the level of returns
and makes an adjustment against revenue and cost
of sales. The Group expects that the adoption of
HKFRS 15 will not materially affect how the Group
recognises revenue and cost of sales when the
customers have a right of return. However, the new
requirement to recognise separately a return asset
for the products expected to be returned will impact
the presentation in the consolidated statement of
financial position as the Group currently adjusts
the carrying amounts of inventory for the expected
returns, instead of recognising a separate asset.
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44. POSSIBLE IMPACT OF AMENDMENTS,

214

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2016
(Continued)

HKFRS 16 “Leases”

As disclosed in note 2(f), currently the Group classifies
leases into finance leases and operating leases and
accounts for the lease arrangements differently, depending
on the classification of the lease. The Group enters into
some leases as the lessor and others as the lessee.

HKFRS 16 is not expected to impact significantly on the
way that lessors account for their rights and obligations
under a lease. However, once HKFRS 16 is adopted,
lessees will no longer distinguish between finance leases
and operating leases. Instead, subject to practical
expedients, lessees will account for all leases in a similar
way to current finance lease accounting, i.e. at the
commencement date of the lease the lessee will recognise
and measure a lease liability at the present value of the
minimum future lease payments and will recognise a
corresponding “right-of-use” asset. After initial recognition
of this asset and liability, the lessee will recognise interest
expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use
asset, instead of the current policy of recognising rental
expenses incurred under operating leases on a systematic
basis over the lease term. As a practical expedient, the
lessee can elect not to apply this accounting model to
short-term leases (i.e. where the lease term is 12 months
or less) and to leases of low-value assets, in which case
the rental expenses would continue to be recognised on a
systematic basis over the lease term.

HKFRS 16 will primarily affect the Group’s accounting as
a lessee of leases for properties and equipment which are
currently classified as operating leases. The application
of the new accounting model is expected to lead to an
increase in both assets and liabilities and to impact on
the timing of the expense recognition in the consolidated
statement of profit or loss and other comprehensive
income over the period of the lease.
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Notes to the Financial Statements

44, POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR
THE YEAR ENDED 31 DECEMBER 2016
(Continued)

HKFRS 16 “Leases” (Continued)

As disclosed in note 35(b), the Group’s future minimum
lease payments under non-cancellable operating leases
as at 31 December 2016 amounted to approximately
RMB2,112,000 for properties and equipment, which are
payable between 1 and 5 years. Some of these amounts
may therefore need to be recognised as lease liabilities,
with corresponding right-of-use assets, once HKFRS
16 is adopted. The Group will need to perform a more
detailed analysis to determine the amounts of new assets
and liabilities arising from operating lease commitments
on adoption of HKFRS 16, after taking into account the
applicability of the practical expedient and adjusting for
any leases entered into or terminated between now and
the adoption of HKFRS 16 and the effects of discounting.

The Group is considering whether to adopt HKFRS 16
before its effective date of 1 January 2019. However, early
adoption of HKFRS 16 is only permitted if this is no earlier
than the adoption of HKFRS 15. It is therefore unlikely that
HKFRS 16 will be adopted before the effective date of
HKFRS 15, being 1 January 2018.
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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

Continuing operations:
Revenue

Profit/(loss) before taxation
Income tax expenses

Profit/(loss) for the year from
continuing operations

Discontinued operations:

Profit/(loss) for the year from
discontinued operations

Profit/(loss) for the year

RHEERE:
LN

FRBEATEN (E5R)

e X

FARBHERE
M/ (BR)

ERIEEERY

FAXRBERELE
#B2mr / (BR)

FREN,/(BR)

=
N

Bk

RaRR

For the year ended 31 December
BE+_A=1+—HLEE

TERREAEEBELAMBFREZGFEE
BEEHAERE -

CONSOLIDATED ASSETS AND LIABILITIES

Total non-current assets
Total current assets

Total assets
Total liabilities

Net assets

FRBEERE
mEBEERE

BERE
BERE

BEFE

2016 2015 2014 2013 2012
ZB-RE —T-HF —T-WF —T=F —T—=F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE ARBTT ARBTT ARETT ARETR
814,346 1,068,593 577,533 587,980 410,838
95,913 99,293 62,497 (18,026) (27,266)
(20,470) (32,472) (22,901) (3,371) (5,984)
75,443 66,821 39,596 (21,397) (33,250)
- 1,996 (16,193) - -
75,443 68,817 23,4083 (21,397) (33,250)

FEEENRAR

As at 31 December

®+=-B=+—H
2016 2015 2014 2013 2012
—E-RXE —T-AF —T—mFE —T—=F —T-—=F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE ARBTT ARBTT ARETT ARETT
512,960 683,218 644,029 429,876 360,912
1,539,238 1,179,289 1,157,929 1,096,053 1,243,248
2,052,198 1,862,507 1,801,958 1,525,929 1,604,160
(672,757)  (5657,926) (561,941) (860,032) (418,889)
1,379,441 1,304,581 1,240,017 1,165,897 1,185,271
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