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Directors’ Report

The directors have pleasure in presenting their annual report and the

audited financial statements of the Company and the Group for the year

ended 31 December 2000.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal

activities of the Group are manufacturing and sales of rare earth products

and refractory products.

The principal activities of the subsidiaries are set out in Note 10 to the

financial statements.

SEGMENTAL INFORMATION

The Group’s turnover and contribution to operating profit for the year

ended 31 December 2000, analysed by product category, are as follows:

Contribution to

Turnover operating profit

HK$’000  HK$’000

Manufacture and sales of

– rare earth products 371,211 121,322

– refractory products 187,020 69,454

558,231 190,776

Add: Other revenue 4,648

Less: Selling and distribution costs (5,140)

Administrative expenses (33,015)

157,269

The Group’s turnover for the year ended 31 December 2000, analysed by

geographical market, is as follows:

The People’s Republic of China (the “PRC”) 53%

Japan 25%

The United States 17%

Others 5%

Total 100%
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SUBSIDIARIES

Details of the Company’s subsidiaries as of 31 December 2000 are set out

in Note 10 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2000 are set out

in the consolidated income statement on page 32.

An interim dividend of HK 1 cent per share was declared and paid during

the year. The directors recommend the payment of a final dividend of HK 3

cents per share for the year ended 31 December 2000 to the shareholders

on the Register of Members on 18 May 2001.

Please refer to Note 18 to the financial statements for details of other

appropriations.

RESERVES

Details of the movements in the reserves of the Group and the Company

during the year and details of the distributable reserve of the Company are

set out in Note 18 to the financial statements.

FINANCIAL SUMMARY

A summary of the results of the Group for the past five financial years

ended 31 December 2000 is set out on page 76 of the annual report.

FIXED ASSETS AND CONSTRUCTION IN PROGRESS

Details of the movements in the fixed assets and construction in progress

of the Group and the Company during the year are set out in Note 9 to the

financial statements.

SHARE CAPITAL

Details of the movements in the share capital of the Company during the

year are set out in Note 17 to the financial statements.
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CONVERTIBLE BONDS

On 13 June 2000, the Company issued US$5,000,000 3% convertible

bonds due in 2003 to an independent investment institution. The net

proceeds from the issue of bonds were used for general working capital

purposes.

Details of the conversion of the bonds into ordinary shares of the

Company during the year are set out in Note 16 to the financial

statements.

BORROWINGS

Details of the bank borrowings and banking facilities of the Group are set

out in Notes 15 and 19 to the financial statements.

DIRECTORS

The directors of the Company during the year and up to the date of this

report are:

Executive directors

Jiang Quanlong (Chairman)

Qian Yuanying (Deputy Chairman)

Fan Yajun

To Siu Mui, Annie

Gu Aoxing (retired on 19 May 2000)

Independent non-executive directors

Liu Yujiu

Huang Chunhua, Charles (appointed on 7 February 2001)

Wong Yee Sui, Andrew (resigned on 7 February 2001)

In accordance with Article 108 of the Company’s Articles of Association,

Ms. To Siu Mui, Annie will retire by rotation from the Board at the

forthcoming annual general meeting and being eligible, offer herself for re-

election.

In accordance with Article 112 of the Company’s Articles of Association,

Mr. Huang Chunhua, Charles will retire from the Board at the forthcoming

annual general meeting and being eligible, offer himself for re-election.

The non-executive directors have been appointed for a term of two years.

5,000,000
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No director proposed for re-election at the forthcoming annual general

meeting has a service contract which is not determinable by the Group

within one year without payment of compensation (other than statutory

compensation).

DIRECTORS’ INTERESTS IN SHARES

As at 31 December 2000, the interests of the directors and chief

executives in the share capital of the Company as recorded in the register

maintained by the Company pursuant to Section 29 of the Securities

(Disclosure of Interests) Ordinance (“SDI Ordinance”) are as follows:

(i) (i) The Company

Directors Nature of interests Number of shares held

1

Qian Yuanying Corporate interests (Note 1) 415,000,000

(ii) (ii) Subsidiaries

(a) (a) Xinwei Rare Earth Group (Hong Kong) Limited

Number of non-voting

Directors Nature of interests deferred shares held

Jiang Quanlong Personal interests 7,000,000

Qian Yuanying Personal interests 3,000,000

(b) (b) Yixing Xinwei Leeshing Rare Earth Company Limited

Directors Nature of interests  Equity interest

2

Jiang Quanlong Corporate interests (Note 2) 5%

29
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Notes:

(1) These shares are held through YY Holdings Limited, the entire

issued share capital of which is held by the trustee of the Jiang

family trust, the discretionary object of which is a company

wholly owned by Ms. Qian Yuanying and her children.

(2) The equity interest is held by Xinwei Group Limited, a domestic

enterprise 5% owned by Mr. Jiang Quanlong with remaining 95%

owned by a brother of Ms. Qian Yuanying. Mr. Jiang is also the

legal representative of the enterprise.

DIRECTORS’ INTERESTS IN CONTRACTS

During the year, the Group arranged export sales of its product outside the

PRC using the export quota of Xinwei Group Limited at no consideration.

Export sales handled through this arrangement amounted to approximately

HK$42,403,000.

During the year, the Group leased two office premises from Mr. Jiang for

use as its sales and marketing headquarters at an aggregate monthly rent

of RMB18,000 (equivalent to about HK$16,900). During the year, the total

operating lease rentals paid in respect of these leases amounted to

approximately HK$203,000.

Save as disclosed above and in Note 7 to the financial statements, no

directors had a beneficial interest, either direct or indirect, in any contract

of significance to the business of the Company or any of its subsidiaries

was a party at the balance sheet date or at any time during the year.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

There was a Share Option Scheme in the Company, under which the

directors of the Company may, at their discretion, invite any full time

employee or executive director of the Company or its subsidiaries to take

up options at HK$1 each as consideration for option to subscribe for

shares in the Company. The exercise price is determined by the Board at

not less than 80% of the average closing price of the shares as stated in

the daily quotation sheets issued by The Stock Exchange of Hong Kong

Limited for the five trading days immediately preceding the date of offer of

the option or the nominal value of the shares, whichever is higher.

(1) YY Holdings Limited

(2)

5% 95%

42,403,000

18,000
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As at 31 December 2000, no options under the Share Option Scheme

have been granted to the directors.

At no time during the year was the Company or any of its subsidiaries a

party to any arrangement, which enable any of the directors or chief

executives of the Company or their spouses or children under the age of

18 to acquire benefits by means of the acquisition of shares in, or

debentures of, the Company or any other body corporate.

SUBSTANTIAL SHAREHOLDERS

As of 31 December 2000, the register of substantial shareholders

maintained under Section 16(1) of the SDI Ordinance shows that the

Company has been notified of the followings interests, being 10% or more

of the Company’s issued share capital.

Name Number of ordinary shares

YY Holdings Limited 415,000,000

(please see Note 1 of Directors’ Interests in Shares)

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the whole

or any substantial part of the business of the Group were entered into or

existed during the year.

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

There has been no purchase, sale or redemption of any of the Company’s

listed securities by the Group during the year.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the Group’s five largest

customers represented approximately 35% of the Group’s total sales. The

sales attributable to the Group’s largest customer was approximately 14%.

The aggregate purchases attributable to the Group’s five largest suppliers

during the year represented approximately 32% of the Group’s total

purchases and the purchases attributable to the Group’s largest supplier

was approximately 9%.

16 1

10%

YY Holdings Limited 415,000,000
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None of the directors, their associates or any shareholders which to the

knowledge of the directors, own more than 5% of the Company’s issued

share capital has any interest in the share capital of any of the five largest

customers or suppliers of the Group.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company’s

Memorandum and Articles of Association and the Cayman Islands

Companies Law in relation to the issue of new shares by the Company.

CODE OF BEST PRACTICE

The Company has complied with the Code of Best Practice as set out in

Appendix 14 of the Rules Governing the Listing of Securities on The Stock

Exchange of Hong Kong Limited throughout the year ended 31 December

2000.

The Company has established an audit committee with written terms of

reference in compliance with the Code of Best Practice throughout the

year ended 31 December 2000. The audit committee comprises the two

independent non-executive directors of the Company, Messrs. Liu Yujiu

and Huang Chunhua, Charles.

AUDITORS

A resolution to reappoint Messrs. Arthur Andersen & Co as auditors of the

Company will be proposed at the forthcoming annual general meeting.

On behalf of the Board

Jiang Quanlong

Chairman

Hong Kong, 28 March 2001
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