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To Shareholders:

On behalf of the Board of Directors, | am pleased to present to
you the annual results of China Rare Earth Holdings Limited (the
“Company”) and its subsidiaries (together the “Group”) for the year
ended 31 December 2014.

During 2014, the unstable global economic environment has
continuously dragged down the prices of rare earth. Affected by
external uncertainties, the rare earth industry has continued to be
stagnant. This along with the ruling of the World Trade Organization
(“WTQ") in March holding that the rare earth export policy in the
People’s Republic of China (the “PRC") has violated its regulations.
As a result, the Group’s performance of the rare earth business,
the core business of the Group, was adversely affected. The PRC
government recognised the importance of strengthening industry
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consolidation and establishing a long-term effective mechanism
of strategic resources management and therefore it has actively
adopted a series of industry-wide austerity and consolidation
measures. After elimination of obsolete production capacity and
announcing the plan of establishing the “1+5” pattern of large
rare earth enterprises, the Ministry of Finance and the Ministry of
Industry and Information Technology (“MIIT”) of the PRC issued the
“Measures for the Administration of the State Subsidy Funds for
the Development of the Internet of Things and for the Rare Earth
Industry” in July, which aims to provide subsidies for promoting
the protection of rare earth resources and for the research and
development of application technologies. Eight government
authorities including the MIIT, Ministry of Public Security, Ministry of
Land and Resources, Ministry of Environmental Protection, General
Administration of Customs, State Administration of Taxation, State
Administration for Industry and Commerce and State Administration
of Work Safety jointly announced the commencement of special
actions to counter illegal and irregular acts in the rare earth industry
and reforms to rectify irregularities in all sections of the rare earth
industry chain including mining, production, market distribution and
export. Meanwhile, the State Reserve Bureau has also commenced
the rare earth hoarding plan. To better protecting and utilising
rare earth and related resources as well as keeping market order
and development trend of the industry, the PRC government has
introduced a series of measures to regulate of related industries,
thereby demonstrating its determination to promote continuous
healthy development of the rare earth industry. The Group is actively
aligning with the stated national policies and remains prudently
optimistic about the prospects of the market.

For the refractory materials business, as the downstream application
industries such as steel, cement and glass were affected by
overcapacity combined with the uncertainties of the property
market, the operating environment of the refractory materials
business has experienced mounting pressure. In addition, due to the
intensified competition in the market, the sales performance of the

Group during the year was adversely affected.
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During the year under review, the Group has completed several
transactions. Noteworthy among these is the acquisition of the
remaining 50.1% equity interest in Yixing Silver Mile Fluorescent
Materials Company Limited (”Yixing Silver Mile”) (previously known
as OSRAM (China) Fluorescent Materials Co., Ltd.), a joint venture
set up with OSRAM GmbH; disposal of 40% equity interest in Yixing
AGC Ceramics Co., Ltd. ("Yixing AGC"), a joint venture set up with
Asahi Glass Ceramics Co., Ltd. from Japan; and disposal of the
entire equity interest in Heping County Dongye Rare Earth Company
Limited (“Dongye Rare Earth”). These transactions are aimed at
boosting the Group’s overall competitiveness through adjusting its
business and organisational structure.

FINANCIAL RESULTS

For the financial year ended 31 December 2014, the Group
recorded a turnover of approximately HK$1,183,786,000, a drop of
approximately 20% when compared to HK$1,488,282,000 in 2013.
For rare earth products, as weak demand persisted and the market
remained under pressure, both prices and sales volume decreased
during the year. Turnover was approximately HK$842,628,000,
representing a reduction of approximately 23% when compared to
HK$1,090,092,000 last year, and accounting for approximately 71%
of the Group’s total turnover. As for refractory material products,
due to keen market competition, turnover for the year continued to
drop to approximately HK$341,158,000 from HK$398,190,000 last
year, representing a decrease of approximately 14% and accounting
for 29% of the total turnover. Overall gross loss margin was about
10%, representing an improvement when compared to the gross
loss margin of about 15% in 2013.

The Group has recorded gains of approximately HK$26,975,000
and HK$11,974,000 through the equity interest transactions
of its two joint ventures — acquisition of Yixing Silver Mile and
disposal of Yixing AGC respectively. In addition, the Group has
also recorded a gain of approximately HK$76,961,000 through the
disposal of its entire equity interest in a subsidiary — Dongye Rare
Earth. After deducting income tax of approximately HK$2,612,000,
the Group’s net loss for the year amounted to approximately
HK$106,365,000, that further narrowed from the net loss of
approximately HK$369,706,000 last year. Loss per share decreased
to approximately HK 5.81 cents (2013: loss per share of HK 21.20
cents).
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BUSINESS REVIEW

Rare Earth Business

Turnover of the Group’s rare earth business decreased by
approximately 23% to approximately HK$842,628,000 from
approximately HK$1,090,092,000 last year. Gross loss margin was
around 19%.

In 2014, the price of rare earth products trended downward amidst
the fluctuating rare earth market. Despite the prices of selected
products indicated signs of a modest pick-up in the first half of
the year, the prices of most products showed a downward trend
in the second half. The average selling prices of lanthanum oxide,
cerium oxide, europium oxide, yttrium oxide, holmium oxide and
yttrium-europium coprecipitates in 2014 dropped by approximately
30% to 50% when compared to that of last year, while those of
terbium oxide, dysprosium oxide and erbium oxide declined by
approximately 10%. The average selling prices of neodymium oxide
and praseodymium-neodymium oxide remained basically the same
when compared to last year, while that of praseodymium oxide rose
by approximately 40%. Since the drop of overall prices was milder
when compared to that of 2013, segmental loss narrowed when
compared to that of 2013 and gross loss margin also decreased.
Moreover, the Chinese government has introduced the policy of
the rare earth hoarding plan. During the year, the Group sold some
products commanding relatively higher prices such as lutetium
oxides, dysprosium oxide, terbium oxide and praseodymium-
neodymium oxide. Among these products, lutetium oxides had been
stored for many years and their cost had been written off in the
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financial accounting previously. As such, its sales amounting to more
than HK$80,000,000 was fully reflected as net profit during the
year. However, due to the sluggish market conditions, the Group’s

rare earth business continued to report a loss.

In respect of sales volume, the Group sold approximately 3,700
tonnes of rare earth oxides, a decrease of around 16% when

compared to approximately 4,400 tonnes sold last year.

As for costs, the change in the price of rare earth minerals was
relatively stable during the year, which showed a deviation of less
than 10% on average when compared to that of 2013, while the

increase in average per capita wage boosted the cost of labour.

Despite the Group's polishing powder production line commenced
trial production in 2013, no significant profit contribution was
recorded. It was mainly because of that the existing technology
specification was not advanced in catching up the changing needs
of the market. Consequently, the volume of orders was not yet met
the expectation. In light of this, the Group boosted its research and
development efforts in a bid to cope with the market needs and

gain a larger market share.

Regarding fluorescent materials, after the completion of the
acquisition of 50.1% equity interest of Yixing Silver Mile from
OSRAM GmbH in January 2014, it has become the Group’s wholly-
owned subsidiary. Subsequent to the acquisition, such company
had sold approximately 370 tonnes of products in 2014. Due to
the declining product price trend, the average selling price of the
products decreased by approximately 30% to 40% when compared
to that of 2013. As a result, the business recorded a gross loss of
less than 10%.

As for the rare earth metals division, ancillary support such as
development plan and electricity supply of the place where
Dongye Rare Earth, the Group’s former subsidiary, located
was not consistent with the company’s development needs. Its
recent business performance and the market demand were also

unsatisfactory. Therefore, the Group determined to dispose its entire
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equity interest in the company and the transaction was completed at
the end of November 2014. The company sold less than 100 tonnes
of rare earth metals products before disposal. Its gross loss margin
was less than 10%. After the disposal of the company, the Group
continues to monitor the development of the market and may seek
other locations in order to develop the rare earth metals business

again when market conditions improve.

Geographically, PRC remained as the major market of the Group's
rare earth products, accounting for around 73% of total sales.
For overseas markets, Europe and the US markets accounted for
around 8% and 7% respectively. Affected by the persistently weak
economic environment, Japan market accounted for only around
5%. During the year, the Group also delivered some of the products

to other regions such as Korea, India and Vietnam.

Refractory Materials Business

During 2014, the Group's refractory materials business reported an
overall turnover of approximately HK$341,158,000, representing
a decrease of around 14% from HK$398,190,000 last year. Gross

profit margin was around 13%.
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The slower economic growth in the PRC, the unstable property
market conditions and overcapacity in the steel, cement and glass
industries and the keen competition in the refractory materials
industry have continuously dragged down the sales volume of the
Group's refractory materials. During the year, the Group sold around
25,000 tonnes of ordinary refractory materials and high temperature
ceramics products, a decline of about 12% when compared to last
year. The average selling price of major products such as fused
magnesium chrome bricks, alumina-graphite bricks and Sialon series
of high temperature ceramics products remained basically flat while
the average selling price of unshaped refractory materials increased
by around 5%. As for raw materials, their price remained relatively
flat when compared to that of last year. For example, the average
selling price of silicon carbide during the year changed less than 5%
when compared to that of last year. Gross profit margin remained at

around 11%.

Regarding the magnesium grain business, the average selling price
of the magnesium grain products in 2014 remained similar to that
of 2013 with a deviation within 5%. However, since the Group has
conducted renovation and maintenance works for the production
facility of high purity magnesium grain, the production was
suspended for two months, leading to a drop in overall production
volume of high purity magnesium grain. In 2014, the Group
sold around 63,000 tonnes of magnesium grain products only, a
decrease of approximately 20% when compared to 2013. Gross

profit margin declined to around 13%.

By market segments, the decrease in domestic sales was larger than
that in overseas markets. Thus, the proportion of the domestic sales
business dropped slightly to around 80% while sales to overseas
markets, mainly Japan, occupied larger proportion of approximately
20%.
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EQUITY INTEREST TRANSACTIONS
During the year under review, the Group completed three equity

interest transactions.

The Group has entered into an agreement with OSRAM GmbH in
September 2013. Pursuant to the agreement, the counter party
agreed to sell its 50.1% equity interest in Yixing Silver Mile to the
Group at a price of approximately HK$15,133,000, thereby turning
Yixing Silver Mile from a 49.9% owned joint venture into a wholly-
owned subsidiary of the Group. The transaction was completed
on 22 January 2014. After assessment, the fair value of the net
assets of the company as at the completion date of the transaction
was approximately HK$78,560,000. The acquisition brought a
gain of approximately HK$26,975,000 to the Group. After the
transaction was completed, the Group has full control over
the company’s business and continued to sell some of its

fluorescent materials products to OSRAM Group.

Moreover, the Group sold 40% equity interest in Yixing AGC,
another joint venture of the Group, to the joint venture partner
Asahi Glass Ceramics Co., Ltd. from Japan in July 2014. The
transaction amount was HK$71,300,000, equivalent to the
Group’s original investment cost. The transaction was completed
on 1 August 2014. The loss accumulated by the company since
its establishment in 2011 until the disposal transaction had been
included in the Group’s consolidated financial statements in the past
financial years according to the shareholding proportion, thus the

disposal transaction has returned a gain of around HK$11,974,000
during the year. Subsequent to the completion of the transaction,
the Group has continued the cooperation with the company

including the sales of products.

{I
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On the other hand, the Group sold all its equity interest held in
the former subsidiary Dongye Rare Earth at a consideration of
approximately HK$161,759,000 in November 2014. The disposal
price was slightly higher than the original acquisition cost that
the Group had paid in 2008. In previous years, the Group had
written off the goodwill and intangible assets of more than
HK$100,000,000 in its financial statements, which was assessed
when the company was acquired. The disposal transaction was
completed on 28 November 2014. The transaction brought a gain of
around HK$76,961,000 to the Group. The Group intends to monitor
the development opportunities of the rare earth metals business

after the disposal.

PROSPECTS

Looking ahead, the rare earth market in China remains challenging.
After the WTOQ's ruling in 2014 that PRC's rare earth export violated
its regulations, the Ministry of Commerce abolished the rare earth
export quota system in January 2015. The taxation on the export
of rare earth products is expected to be eliminated in mid-2015.
Meanwhile, the PRC government is considering the introduction of
new method to levy rare earth resource tax according to the price
of rare earth resources rather than volume. As such, it is expected
that the rare earth resource tax would increase substantially
while it would also act to protect such strategic resources. The
PRC government is also formulating measures to regulate and
consolidate the rare earth industry, including countering the illegal
activities in the industry and working on a restructuring plan for six
large rare earth enterprises. Along with the official setting up of the
China South Rare Earth Group in March, these measures would help
to optimise the regulation and management of the PRC’s rare earth
industry as well as expedite its consolidation. Guided by the national
policies, the rare earth industry in the PRC is expected to continue a
more orderly and healthier development in the long term. However,
it will take some time before the results of the policies implemented
become evident and the market would likely remain unstable for the
short term. In the year ahead, the prices of rare earth are expected
to fluctuate and the demand of the products will remain weak
amidst uncertain economic prospects. However, the management

team will continue to strive diligently for better results.
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In addition, due to the sluggish economy, the Group'’s refractory
materials business is facing difficulties in gaining growth momentum
over the near term. For the time being, the Group is striving to
enhance its competitiveness so as to achieve stable sales and
maintain profit. To cope with the demand of the market, the
Group is adjusting the existing sales model and strengthening the
development in the areas of ancillary service support and project

contracting.

While the industry is waiting for the implementation of government
policies and the changes in the markets, the Group is proactively
improving its position to cope with challenges. It is optimising its
production operating system, upgrading its production equipment
and enhancing its production technologies to achieve a high quality

and large volume output, with the aim to realise economies of scale.

On the other hand, the Group plans to penetrate into upstream
resources business so as to realise vertical integration for its long-
term stable development. Regarding the rare earth business,
although the Group cannot engage in the rare earth mining business
in the PRC due to regulations, it is looking for suitable rare earth
resources in overseas regions so as to prepare for future reforms
of the industry. As for the refractory materials business, the Group
is studying the feasibility of investing in mining of magnesium
ore in the PRC in order to generate greater economies of scale
resulting from sharing of internal resources and boost the Group's

profitability.

LIQUIDITY AND FINANCIAL RESOURCES

The Group has continued to maintain prudent capital arrangements,
and has sufficient cash on hand. Subsequent to the acquisition
of Yixing Silver Mile, the Group repaid the bank loan booked by
the company. As at 31 December 2014, the Group had cash and
bank balances including restricted bank deposits amounted to
approximately HK$1,389,299,000. The Group had a balance of net
current assets amounted to approximately HK$2,178,518,000, with

the total liabilities to total assets ratio at around 6%.
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The Group had no charge on assets, nor has it held any financial
derivative products. It was not exposed to any material interest rate
risk. As for foreign exchange, most of the Group’s assets, liabilities
and transactions are denominated in Renminbi, and the rest are in
the US dollars or Hong Kong dollars. The exchange rates of these

currencies have been stable.

STAFF AND REMUNERATION

As at 31 December 2014, the Group had a workforce of
approximately 1,000 including university graduates and experienced
professionals. The Group provided a comprehensive staff
remuneration and welfare system for all of its employees. During the
year, the Group spent approximately HK$74,434,000 on staff costs,
including directors’ emoluments. It also provided regular on-the-
job training and study opportunities to employees to assist them in

maintaining professional standards.

CONCLUSION

The Group has strived to optimise every aspect of its operations,
and boost its operational efficiency in a bid to overcome future
challenges despite the sluggish economic growth and the

unpredictable changes in the markets.

On behalf of the Group, | would like to express my sincere gratitude
to our business partners, investors, customers and suppliers for their
ongoing support, and our management team and staff for their
dedicated efforts and contributions. Also, on behalf of the Board of
Directors and management, | would also like to extend my deepest

appreciation to all of these parties.

Jiang Quanlo\

Chairman o
Hong Kong, 26 March 2015
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EXECUTIVE DIRECTORS

Mr. Jiang Quanlong, aged 62, is a founding member and the
chairman of the Group. Mr. Jiang is responsible for the formulation
of the Group’s overall business development policies. Mr. Jiang is
recognised as a senior economist by Jiangsu Provincial Personnel
Department. Mr. Jiang has over 30 years of experience in the rare
earth and refractory materials industries. Prior to the founding of
the Group, Mr. Jiang had been a factory manager of a refractory
materials production plant and a sales manager of a glass and
ceramics manufacturing company. Besides, Mr. Jiang is also the
chairman and an executive director of Pan Asia Environmental
Protection Group Limited, the shares of which are listed on The
Stock Exchange of Hong Kong Limited, and a director of YY
Holdings Limited, a substantial shareholder of the Company.
Mr. Jiang is the husband of Ms. Qian Yuanying, the deputy chairman
of the Group.

Ms. Qian Yuanying, aged 55, is a founding member and the
deputy chairman of the Group. Ms. Qian is also the chief executive
officer of the Group and the general manager of Yixing Silver Mile
Fluorescent Materials Company Limited. Ms. Qian is responsible
for the overall management of the Group and the operation of
fluorescent materials business. Ms. Qian is recognised as a senior
economist by Jiangsu Provincial Personnel Department, and she
is also qualified as a Chinese Career Manager. Ms. Qian has over
20 years of experience in the rare earth and refractory materials
industries. Prior to the founding of the Group, Ms. Qian was a high
school teacher. Ms. Qian is also a director of YY Holdings Limited,
a substantial shareholder of the Company. Ms. Qian is the wife of

Mr. Jiang Quanlong, the chairman of the Group.

Mr. Jiang Cainan, aged 56, joined the Group in 1986 and was
appointed as an executive director in 2005. Mr. Jiang is also the
general manager of Yixing Xinwei Leeshing Refractory Materials
Company Limited and is responsible for the operation and sales
of refractory materials business. Mr. Jiang has over 30 years of

experience in the refractory materials industry.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Huang Chunhua, aged 50, joined the Group in 2001 as an
independent non-executive director of the Company. Mr. Huang
obtained a Ph.D degree in Marketing and a Master degree in
Business Administration from University of Strathclyde and a
Bachelor degree in Economics from Wuhan University. Currently Mr.
Huang is the deputy chairman and an executive director of Hybrid
Kinetic Group Limited, the shares of which are listed on The Stock
Exchange of Hong Kong Limited. For the period from May 2007
to April 2009, Mr. Huang was a director and China equity market
strategist of BNP Paribas Securities (Asia) Limited. Prior to that he
was the deputy chairman of Hybrid Kinetic Group Limited between
November 2002 and October 2007 and an analyst of various
securities companies. Mr. Huang has extensive knowledge and
experience in financial market.

Mr. Jin Zhong, aged 63, joined the Group in 2004 as an
independent non-executive director of the Company. Mr. Jin
graduated from the Faculty of Material Engineering of Wuhan Steel
College, specialising in refractory studies. Mr. Jin was previously the
deputy chief engineer of the head factory of Guiyang City Refractory
Materials Factory.

Mr. Wang Guozhen, aged 79, joined the Group in 2012 as an
independent non-executive director of the Company. Mr. Wang
graduated from Tianjin University, majoring in Physical chemistry
of metals. Currently Mr. Wang is a senior expert consultant in rare
earth projects of China Enfi Engineering Corporation. For the period
from 1987 to 1994, Mr. Wang was a member of the Experts Group
of the Rare Earth Leading Group of the State Council, the People's
Republic of China and the head of its industry group. From 1994 to
2006, Mr. Wang was a member of the Group of Rare Earth Experts
of the National Development and Reform Commission and the
head of its industry group. Mr. Wang also worked at the Chinese
Society of Rare Earths (the “CSRE") consecutively as a director, a
standing director, an expert in its rare earth experts group and a
senior member of its Rare Earth Related Environmental Protection
and Labor Hygiene Professional Committee from 1980 to 2009. In
2009, Mr. Wang was appointed as honorary executive of the CSRE.
Besides, Mr. Wang is also an independent non-executive director
of Pan Asia Environmental Protection Group Limited, the shares of
which are listed on The Stock Exchange of Hong Kong Limited.
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COMPANY SECRETARY

Mr. Law Lap Tak, aged 45, joined the Group in 1999. Mr. Law
is the financial controller and company secretary of the Company.
Mr. Law graduated in Hong Kong and obtained a Bachelor degree
in Business Administration. Mr. Law is a member of the Hong Kong
Institute of Certified Public Accountants and The Association of
Chartered Certified Accountants. Prior to joining the Group, Mr. Law
was an audit manager in an international accounting firm in Hong

Kong.

SENIOR MANAGEMENT

Mr. Jiang Xin, aged 30, joined the Group in 2008 and was
appointed as the general manager of the Company in 2012.
Mr. Jiang is responsible for the marketing aspect of the Group’s
business. Mr. Jiang obtained a Bachelor degree in Arts majoring
in International Business, Finance and Economics from University
of Manchester and a Bachelor degree in Arts majoring in Business
Studies from University of Wales. Mr. Jiang is a son of Mr. Jiang
Quanlong, the chairman of the Group and Ms. Qian Yuanying, the

deputy chairman of the Group.

Mr. Jiang Hongjun, aged 56, joined the Group in 2000. Mr. Jiang
is the deputy general manager of the Company and is responsible
for the daily administrative affairs of the Group. Mr. Jiang has over

30 years of experience in administrative management.

Mr. Yu Zhengming, aged 79, joined the Group in 1999. Mr. Yu
is the chief engineer and technical consultant of Yixing Xinwei
Leeshing Rare Earth Company Limited. Prior to joining the Group,
Mr. Yu was the factory general manager and chief engineer of a
renowned rare earth factory. Mr. Yu is an expert in rare earth and

non-ferrous metals industries.

Mr. Xu Jianwen, aged 46, joined the Group in 1988. Mr. Xu is the
general manager of Yixing Xinwei Leeshing Rare Earth Company
Limited and is responsible for the operation of rare earth business.
Mr. Xu has over 20 years of experience in production management

in the rare earth industry.
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Mr. Wang Jianping, aged 53, joined the Group in 2004. Mr. Wang
is the general manager of Wuxi Xinwei High Temperature Ceramics
Company Limited and is responsible for the operation of the high
temperature ceramics business. Mr. Wang has over 15 years of

experience in administrative management and sales.

Mr. Zhang Huilin, aged 62, joined the Group in 1988. Mr. Zhang
is the general manager of Haicheng City Suhai Magnesium Ore
Company Limited and Hai Cheng Xinwei Leeshing Magnesium
Resources Company Limited and is responsible for the operation of
magnesium grains business. Mr. Zhang has extensive management

experience in raw material supply and sales of refractory materials.
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to attending good corporate governance
practices and procedures. The Company has adopted its own code
of corporate governance based on the principles and code provisions
of the Corporate Governance Code (the “CG Code”) contained in
Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”). In
the opinion of the Board of Directors (the “Board”), the Company
has complied with the CG Code throughout the year ended 31
December 2014.

DIRECTORS’ SECURITIES TRANSACTIONS
The Company has adopted a code of conduct (the “Company’s

Code") regarding securities transactions by directors on terms no
less exacting than the required standards set out in the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 of the Listing Rules. Having made
specific enquiry, the Company confirms that all directors have
complied with the required standards as stated in the Model Code
and the Company’s Code throughout the year ended 31 December
2014.
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BOARD OF DIRECTORS
The Board currently comprises six members, consisting three

executive directors and three independent non-executive directors.

The composition of the Board and the attendance of the Board

meetings and general meeting during the year are as follows:

BRNHEBITHE
No. of meeting(s) attended/held
B BEEg BRRXE
Director Board meetings General meeting
BiTES

Executive director
BRE(ERE)
Jiang Quanlong (Chairman)

BITR (G BRTHAB)

Qian Yuanying (Deputy Chairman and Chief Executive Officer)

BAm

Jiang Cainan

BYFHTES

Independent non-executive director
Huang Chunhua

Eak:!

Jin Zhong

TEY

Wang Guozhen

BREZFESHI TRERNFATERBIIFNTE
EENTESYTESOBRATRITT —REH -

EEREEMBENAFRFEITAEZ20EN[ES
EEREBAEBENIA -

BREAEDNELRRLIZLR -BEREE
S BEEERERUBRERAMERRR -

4/4 0n
4/4 7
4/4 0n
4/4 01
4/4 0/
4/4 71

Apart from Board meetings, the Chairman also held a meeting with
the independent non-executive directors without the presence of

executive directors during the year.

The biographical information of the directors are set out in
“Directors and Senior Management Profile” on pages 17 to 20 of

the annual report.

Mr. Jiang Quanlong is the husband of Ms. Qian Yuanying. Save as
disclosed, there are no family or other material relationship among

the Board members.
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TRAINING AND CONTINUOUS PROFESSIONAL

DEVELOPMENT OF DIRECTORS
Each newly appointed director will receive comprehensive, formal

and tailored induction on the first occasion of his/her appointment,
so as to ensure that he/she has appropriate understanding of the
business and operations of the Company and that he/she is fully
aware of his/her responsibilities and obligations under the Listing

Rules and relevant regulatory requirements.

There are also arrangements in place for providing continuing
briefing and professional development to directors whenever

necessary.

During the year, a seminar on update of the Listing Rules
amendments was arranged for all directors at the Company’s
headquarter. Except Mr. Huang Chunhua, directors including Mr.
Jiang Quanlong, Ms. Qian Yuanying, Mr. Jiang Cainan, Mr. Jin
Zhong and Mr. Wang Guozhen attended the seminar. Although Mr.
Huang Chunhua has not attended the seminar, the related reference

materials have been provided to him for his own study.

PRACTICES AND CONDUCT OF MEETINGS
Notices of regular Board meetings are served to all directors at

least 14 days before the meetings. For other Board and committee

meetings, reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all directors at least 3 days before each
Board meeting or committee meeting to keep the directors apprised
of the latest developments and financial position of the Company
and to enable them to make informed decisions. The Board and
each director also have separate and independent access to the

senior management whenever necessary.

The Company Secretary is responsible for taking and keeping
minutes of all Board meetings and committee meetings. Draft
minutes are normally circulated to directors for comment within a
reasonable time after each meeting and the final version is open for

directors’ inspection.
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According to current Board practice, any material transaction, which
involves a conflict of interests for a substantial shareholder or a
director, will be considered and dealt with by the Board at a duly

convened Board meeting.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Although Mr. Jiang Quanlong, the Chairman of the Board, is the
husband of Ms. Qian Yuanying, the Chief Executive Officer, their
roles and responsibilities are separated. The Chairman is responsible
for the formulation of the Group’s overall business development
policies while the Chief Executive Officer is responsible for the

overall management of the Group's business.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Board has met the requirements of the Listing Rules relating
to the appointment of at least three independent non-executive
directors with one of whom possessing appropriate professional
qualifications or accounting related financial management expertise

throughout the year ended 31 December 2014.

The independent non-executive directors of the Company are highly
skilled professionals with expertise and experience in the field of
financial management and businesses related to the Group. They
advise the Company on strategy development and enable the
Board to maintain high standards of compliance of financial and
other mandatory reporting requirements and provide adequate
checks and balances to safeguard the interests of shareholders
and the Company as a whole. Each of the independent non-
executive directors has entered into a service contract with the
Company for a term of two years. The Company has received
written confirmations from all independent non-executive directors
concerning their independence. The Board considers that all of them

are independent.
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RESPONSIBILITIES, ACCOUNTABILITIES AND

CONTRIBUTIONS OF THE BOARD AND MANAGEMENT
The Company is governed by the Board which is responsible for

directing and supervising its affairs and oversight of the Group’s
businesses, strategic decision and performance. Execution of
the Board’s decisions and daily operations are delegated to the

management.

CORPORATE GOVERNANCE FUNCTIONS
The Board is responsible for performing the functions set out in the
Code Provision D.3.1 of the CG Code.

The Board reviewed the Company’s corporate governance policies
and practices, training and continuous professional development
of directors and senior management, the Company's policies and
practices on compliance with legal and regulatory requirements, the
compliance with the Model Code, and the compliance with the CG

Code and disclosure in this Corporate Governance Report.

The Board has adopted a Board Diversity Policy setting out
the approach to achieve diversity on the Board. The Board has
considered that diversity of the Board members can be achieved
through consideration of a number of aspects, including but
not limit to gender, age, cultural and educational background,
professional qualification, skills, knowledge and industry and
regional experience. The Company aims to maintain an appropriate
balance of diversity perspectives of the Board that are relevant to

the Company’s business growth.

BOARD COMMITTEES

The Board has established three committees, namely, the Audit
Committee, Remuneration Committee and Nomination Committee,
for overseeing particular aspects of the Company’s affairs. All Board
committees of the Company are established with defined written
terms of reference. The terms of reference of Board committees are
posted on the websites of the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) and are available to

shareholders upon request.
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AUDIT COMMITTEE

The principal functions of the Audit Committee are to assist
the Board in reviewing the relationship with the auditor of the
Company, the financial information, the financial reporting system,

risk management system and internal control procedures.

The composition of the Audit Committee and the attendance of the

Committee meetings during the year are as follows:

o8] BHELRE BTHE
Member No. of meeting(s) attended/held
BYFHTES

Independent non-executive director

TEE (ZE) 212
Wang Guozhen (Chairman)

EHE 2/2
Huang Chunhua

& 2/2
Jin Zhong

Kedl BERZESFHTAQRARMAZE
AHREREH RS RER  ABEERPE R R
EH BERATESRERKBOGST &
BTARRZHHREFERE -

FMEES

FMEZRE e I EREARERTSRUANAE
ERERERABTFHMBRRERBTEZER
Vg REZ ABHFMES -

During the meetings, the Audit Committee reviewed the accounting
principles and practices adopted by the Company and discussed
auditing, internal control and financial reporting matters, including
the review of the interim and annual results of the Company with
the assistance of the auditor without the presence of the executive

directors.

REMUNERATION COMMITTEE

The principal functions of the Remuneration Committee are to
make recommendations to the Board on the Company’s policy and
structure for the remuneration of directors and senior management,

and to review their specific remuneration packages.
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Member

The composition of the Remuneration Committee and the
attendance of the Committee meetings during the year are as
follows:

SBHE BITHE
No. of meeting(s) attended/held

BYFHTES

Independent non-executive director
BEE(FE)

Huang Chunhua (Chairman)

©E

Jin Zhong

TEYR

Wang Guozhen

SR FHZEERITHMHRREES
ZHMAAEL T 2% -

REEZES
REZBEZIERERSECRANESTEN
BETCBRENES S 2AMK - & R E N
EEEZEENBETLZUEERE  HIERE
REFRELRZEZABEF REFEHES
ZEREE  RARBIUFRTERZBEYMS
REER -

REZBEZHARIAFEZEEGRZHLRER
AT

K&

Member

171

11

7

During the meeting, the Remuneration Committee reviewed the
remuneration policy and recommended the remuneration packages
of the directors.

NOMINATION COMMITTEE
The principal functions of the Nomination Committee are to

review the Board composition with reference to the Board Diversity
Policy adopted, discuss and agree on measurable objectives for
achieving diversity on the Board, develop and formulate relevant
procedures for the nomination and appointment of directors, make
recommendations to the Board on the appointment and succession
planning of directors, and assess the independence of independent
non-executive directors.

The composition of the Nomination Committee and the attendance
of the Committee meetings during the year are as follows:

BELRE E7HAE
No. of meeting(s) attended/held

BYFHTES

Independent non-executive director
TE(FE)

Jin Zhong (Chairman)

Huang Chunhua

TEHE

Wang Guozhen

171

171

17
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During the meeting, the Nomination Committee reviewed the
Board composition, the independence of the independent non-
executive directors and the Board Diversity Policy of the Company.
The Nomination Committee considers that the Board composition is

appropriate.

RE-ELECTION OF DIRECTORS

The Company’s Articles of Association specify that every director
should be subject to retirement by rotation at least once every three
years and the director appointed to fill a casual vacancy shall hold
office only until the next following general meeting of the Company.
Mr. Jiang Cainan and Mr. Jin Zhong will retire by rotation according
to Article 108(A) and (B). Both of them, being eligible, will offer

themselves for re-election.

DIRECTORS’ RESPONSIBILITIES ON THE FINANCIAL
STATEMENTS

It is the directors’ responsibility to prepare financial statements
which give a true and fair view of the state of affairs of the Group,
the results and cash flows for each financial period. In preparing the
financial statements, the directors have to ensure that appropriate
accounting policies are adopted. The financial statements are

prepared on a going concern basis.

The statement of the auditor of the Company about the reporting
responsibilities on the financial statements is set out in the
Independent Auditor’s Report on pages 43 to 45 of the annual

report.

AUDITOR'S REMUNERATION

During the year, the remuneration in respect of statutory audit
services (including interim review) provided by the auditor of the
Company was HK$3,475,000. There was no other non-audit service

provided by the auditor.
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INTERNAL CONTROLS

The Board has overall responsibility for maintaining an adequate
system of internal controls of the Group and for reviewing its
effectiveness. The Board has delegated to the management the
implementation and evaluation of the system of internal controls.
With the assistance of an external advisor, the Group has conducted
a review of the effectiveness of the Group’s system of internal
control and reported the key findings to the Audit Committee.
The review covers major and material controls in areas of financial,

operational and compliance and risk management functions.

SHAREHOLDERS' RIGHTS

General Meeting

The general meetings of the Company provide an opportunity
for communication between the shareholders and the Board. The
Chairman of the Board as well as chairmen of the Audit Committee,
Remuneration Committee and Nomination Committee, or in their
absence, their duly appointed delegates are available to answer
questions at the shareholders’ meetings. Auditor of the Company
is also invited to attend the Company’s annual general meeting
("AGM") and is available to assist the directors in addressing
queries from shareholders relating to the conduct of the audit and
the preparation and contents of the Independent Auditor's Report.
Separate resolutions are proposed at shareholders’ meetings on each

substantial issue, including the election of individual directors.

Notice of AGM and extraordinary general meetings ("EGM")
together with related papers are sent to the shareholders at least
20 clear business days and 14 days before the respective meetings,
setting out details of each proposed resolution, voting procedures
and other relevant information. All votes of shareholders at the
general meeting will be decided by poll. The Chairman will demand
that all resolutions put to the vote at general meetings be taken
by poll and will explain such rights and procedures during the
general meetings before voting on the resolutions. An independent
scrutineer will be appointed to count the votes and the poll results
will be posted on the websites of the Company and the Stock

Exchange after the general meetings.
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Shareholders of the Company can make a requisition to convene
an EGM pursuant to Article 64 of the Company’s Articles of
Association. The procedures for the shareholders to convene an

EGM are as follows:

1. One or more shareholders (“Requisitionist”) 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 shall have the right, by written notice, to
require an EGM to be called by the directors for the transaction

of any business specified in such requisition.

2. Such requisition shall be made in writing to the directors or
the company secretary of the Company at all of the following

addresses:

Principal place of business of the Company in Hong Kong

Address:  15/F, Club Lusitano, 16 Ice House Street, Central,
Hong Kong

Email: info@creh.com.hk

Attention: Company Secretary

Head office of the Company
Address: Dingshu, Yixing, Jiangsu Province, the People’s
Republic of China

Attention: Company Secretary

Registered office of the Company
Address: Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman Islands

Attention: Company Secretary
Shareholders must provide their full name, contract details and

identification in order to given effect thereto. Shareholders’

information may be disclosed as required by law.
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3. The EGM shall be held within two months after the deposit of

such requisition.

4. If the directors fail to proceed to convene such meeting within
21 days of such deposit, the Requisitionist himself may do so in
the same manner, and all reasonable expenses incurred by the
Requisitionist as a result of the failure of the directors shall be

reimbursed to the Requisitionist by the Company.

Procedures for shareholders to direct enquiries to the
Company
For matters in relation to the Board, shareholders can contact the

Company at the following:

Address: 15/F, Club Lusitano, 16 Ice House Street, Central,
Hong Kong

Email: info@creh.com.hk

Tel: (852) 2869 6283

Fax: (852) 2136 0030

Attention:  Company Secretary

For share registration related matters, such as share transfer and
registration, change of name or address, loss of share certificates or

dividend warrants, the registered shareholders can contact:

Hong Kong branch share registrar and transfer office
Computershare Hong Kong Investor Services Limited
Address: 17th Floor, Hopewell Centre, 183 Queen’s Road East,

Hong Kong
Tel: (852) 2862 8555
Fax: (852) 2865 0990

Procedures for shareholders to put forward proposals at
shareholders’ meetings

To put forward proposals at a general meeting of the Company,
a shareholder should lodge a written notice of his/her proposal
("Proposal”) with his/her detailed contact information at the
Company’s principal place of business in Hong Kong at 15/F, Club

Lusitano, 16 Ice House Street, Central, Hong Kong.
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The request will be verified with the Company’s branch share
registrar in Hong Kong and upon their confirmation that the request
is proper and in order, the Board will be asked to include the

Proposal in the agenda for the general meeting.

The notice period to be given to all the shareholders for
consideration of the Proposal raised by the shareholder concerned at
the general meeting varies according to the nature of the Proposal

as follows:

1. At least 14 days’ notice in writing if the Proposal requires

approval by way of an ordinary resolution of the Company.

2. At least 21 days' notice in writing if the Proposal requires
approval by way of a special resolution of the Company in an

EGM or an ordinary resolution of the Company in an AGM.

INVESTOR RELATIONS

The Company continues to enhance communications and
relationships with its investors. Designated senior management
maintain regular dialogue with institutional investors and analysts to
keep them abreast of the Company’s developments. Enquiries from

investors are dealt with in an informative and timely manner.

To promote effective communication, the Company also maintains
a website at www.creh.com.hk, where extensive information and
updates on the Company’s business developments and operations,

financial information and other information are posted.

During the year, 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 available on the websites of the Company

and the Stock Exchange.
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The directors have pleasure in presenting the annual report and
the audited consolidated financial statements of China Rare Earth
Holdings Limited (the “Company”) and its subsidiaries (the “Group”)
for the year ended 31 December 2014.

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 20 to

the financial statements.

SEGMENTAL INFORMATION
Details of segmental information of the Group are set out in note 15

to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 December 2014 are
set out in the consolidated statement of profit or loss on page 46 of

the annual report.

No interim and final dividend was declared and paid to the

shareholders for the year.

Details of other appropriations are set out in note 31 to the financial

statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserves available for distribution comprise the
share premium account, fair value reserve and retained profits. As
at 31 December 2014, the reserves of the Company available for
distribution to shareholders amounted to HK$1,914,142,000.

FINANCIAL SUMMARY
A summary of the results of the Group for the past five financial

years is set out on page 184 of the annual report.
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PROPERTY, PLANT AND EQUIPMENT AND
CONSTRUCTION-IN-PROGRESS

Details of the movements in property, plant and equipment and
construction-in-progress of the Group during the year are set out in

note 17 to the financial statements.

SHARE CAPITAL
Details of the authorised and issued share capital of the Company
as at 31 December 2014 are set out in note 31 to the financial

statements.

RETIREMENT SCHEMES
Details of the retirement schemes of the Group are set out in note

11 to the financial statements.

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

this report are:

Executive directors
Mr. Jiang Quanlong (Chairman)
Ms. Qian Yuanying (Deputy Chairman and Chief Executive Officer)

Mr. Jiang Cainan

Independent non-executive directors
Mr. Huang Chunhua

Mr. Jin Zhong

Mr. Wang Guozhen

In accordance with Articles 108(A) and (B) of the Company’s Articles
of Association, Mr. Jiang Cainan and Mr. Jin Zhong will retire by
rotation from the Board at the forthcoming annual general meeting

and being eligible, offer themselves for re-election.

As at 31 December 2014, none of the directors has a service
contract with the Company which is not determinable by the
Company within one year without payment of compensation other

than statutory compensation.
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BEERTFETHAEBNEZRKXE DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND

SHORT POSITIONS
TZA=+—8  AREMRIE[ES As at 31 December 2014, the interests and short positions of the
FE3I2EMFE 2 ELMRATE % directors and chief executives of the Company and their respective
o8
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RZE—H
K HiE (50
RELETAT

Ar

LV

[

TEAFERZHHIZESTRMR close associates in the shares, underlying shares and debentures

£y
MARRRBEABERGMARRA (BT of the Company and its associated corporations as recorded in
EEEE

MARREEZR

BABREEZ@E AL the register kept by the Company pursuant to Section 352 of the

RARNRREHEB AR 2D - HHERGD RESH Securities and Futures Ordinance (“SFO") or as otherwise notified
WERARIT: to the Company and The Stock Exchange of Hong Kong Limited

(the "Stock Exchange”) pursuant to the Model Code for Securities

Transactions by Directors of Listed Issuers were as follows:

1. RARFGRG#EZ 1. INTERESTS IN SHARES OF THE COMPANY

Bz BEME 50

ROHE

HERDATFE T
BANE L
% to the issued

Number of share capital
Director Nature of interest/Capacity Shares of the Company
R B Es/ ZERAZES 547,820,000 32.75%
Jiang Quanlong Interest of spouse/Interest of

controlled corporation

BT R EFEZ B A 547,820,000 32.75%
Qian Yuanying Founder of a trust
Wit - Note:
N EFRBRDHATAE (FERELARBEENE All of the above shares are held in long position (as defined under
XVER) #8 o ZE R THEMBYY Holdings Limited Part XV of the SFO). These shares are held through YY Holdings
BA AR BITRABYY TrustlIZEAYYT Limited, the entire issued share capital of which is held by YYT (PTC)
(PTC) Limitedfri% B » MM A A RELENE Limited, the trustee of YY Trust, the discretionary object of which is a
BELTEZTREF2EBEENRAR - REAFZR company wholly owned by Ms. Qian Yuanying, the spouse of Mr. Jiang
HEENEXVE 2 EEETELZ T AYY Trustdy Quanlong, and her sons. Ms. Qian Yuanying is a founder of YY Trust
B A o R BESR A REETTHR Z T AYY Holdings within the meaning under Part XV of the SFO. Mr. Jiang Quanlong and

Limited® & % o Ms. Qian Yuanying are the directors of YY Holdings Limited.
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2. REBELAGRG HEKGHEL
#is
(a) MBEFHERAA

2.

INTERESTS IN SHARES, UNDERLYING SHARES OR
EQUITY INTERESTS IN ASSOCIATED CORPORATIONS
(a) Microtech Resources Limited

EZATERIT

N8 i)

S ERME 54 ERTROEINRHA HRWEDE

% in the class

Number of shares in the

and class of issued share capital

Director Nature of interest/Capacity issued shares of the Company

B RBE ERERA IR EREIER 1)7,000,000/% 70%
Jiang Quanlong Beneficial owner 7,000,000 non-voting deferred shares

BT R EmEAA AL Z IR E AR 153,000,0006% 30%

Qian Yuanying

(b) EEHEFLFLEREL A

Beneficial owner

3,000,000 non-voting deferred shares

(b) Yixing Xinwei Leeshing Rare Earth Company Limited

= BEMHE 57 BRAEEHEH DL
Director Nature of interest/Capacity % equity interest
FREe ERYNCIWA: 5%

Jiang Quanlong

Hrat -

RERGNEBEETHERERA RN
B-ZPBECEOBRELRLEHEBO%E
& BTMI0%ESHEFRHE  BELER
RHEEEREERRA -

Interest of controlled corporation

Note:

The equity interest is held by Yixing Xinwei Group Co., Ltd., a
PRC domestic enterprise 90% owned by Mr. Jiang Quanlong,
with the remaining 10% owned by his son. Mr. Jiang is also the
legal representative of the enterprise.
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(c) YY Holdings Limited (c) YY Holdings Limited
HZABE BT
R A< Hh 22 AR 42
S BEME &6 ERTRAEANRER BERINES
% in the class
Number of shares in the
and class of issued share capital
Director Nature of interest/Capacity issued shares of the Company
BITR BRI A BRI 1K 100%

Qian Yuanying Founder of a trust 1 ordinary share

BTK
Qian Yuanying

EFEZILA

Founder of a trust

B LB {7 25,0000% 100%

25,000 preference shares

R

Jiang Quanlong

TR MIKR 100%

1 ordinary share

REBEAR 2K

Interest of controlled corporation

BoREE

Jiang Quanlong

XERBZ R

Interest of controlled corporation

1B S B 17 25,0000% 100%

25,000 preference shares

et - Note:

The entire issued share capital of YY Holdings Limited is held
by YYT (PTC) Limited, the trustee of YY Trust, the discretionary
object of which is a company wholly owned by Ms. Qian
Yuanying, the spouse of Mr. Jiang Quanlong, and her sons. Ms.
Qian Yuanying is a founder of YY Trust within the meaning under
Part XV of the SFO. Mr. Jiang Quanlong and Ms. Qian Yuanying
are the directors of YYT (PTC) Limited.

YY Holdings Limited®) & 52 #1TIRAAYY
Trustd) 58 AYYT (PTC) LimitedfT#5 4 »
HY B AABERELEMEBRE TR LT
REFTREREANDNT - REFRBAEED
EXVEZ EEBEILR LT AYY Trustépk 3L
A BREAERBILAZTAYYT (PTC)
LimitedH)E =

BElEEN R_E—NmE+—-—f=+— Save as disclosed above, as at 31 December 2014, none of
B BEIEFRBERDI]EI2GMEFE
ZERMAMRE  BEALAESEHFET
BN B S E 3 @i A T AR A e E AR R
REZ B’ - HERN REFFAERERE
BEEMERIKR -

the directors or chief executives of the Company and their
respective close associates had or was deemed to have any
interest or short position in the shares, underlying shares and
debentures of the Company and its associated corporations as

recorded in the register kept under Section 352 of the SFO.
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SHARE OPTION SCHEME

At the Company’s annual general meeting held on 6 June 2014, the
shareholders of the Company approved the adoption of a new share
option scheme currently in force (the “New Scheme”) after the
old share option scheme, which was previously adopted on 4 June
2004, lapsed on 3 June 2014 (the “Old Scheme”) for the purpose
of providing incentives to participants for their contribution to the
Group. During the period from 1 January 2014 to the expiration of
the Old Scheme, there was no option outstanding under the Old
Scheme. For the period from the adoption of the New Scheme to 31
December 2014, there was no option granted, cancelled or lapsed

under the New Scheme.

The major terms of the New Scheme are as follows:

1. The purpose of the New Scheme is to enable the Group to
grant options to the eligible participants as incentives or

rewards for their contribution to the Group.

2. The eligible participants include any employee (whether full-
time or part-time, including any executive director), any non-
executive director, any shareholder, any supplier and any
customer of the Company or any of its subsidiaries or any
entity in which any member of the Group holds any equity
interest, and any party having contributed to the development

and growth of the Group.

3.  Under the New Scheme, the total number of shares available
for issue is 167,264,305 which represents approximately 10%
of the issued share capital of the Company as at the date of

adoption of the New Scheme.

4. The maximum entitlement of each participant under the New
Scheme in any 12-month period should not exceed 1% of the

issued share capital of the Company.

5. The exercisable period of an option granted may be
determined by the directors and should not end later than 10

years after the date of offer.
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6. FEMEHEREZZNITHLEERENA 6. Any offer for the grant of an option may be accepted by
B+ —BHAUNEREBIETESR - the participant within 21 days from the date of offer with a
consideration of HK$1 paid.

7. TEEATHEEEET BTAAULRTISE 7. The exercise price may be determined by the directors provided

BEZ&EEE that it should not be less than the highest of:
BHERAARRKRGRERE B R i.  the closing price of the shares of the Company as stated
BERARZWHE: in the Stock Exchange’s daily quotation sheet on the date

of offer;

i. EERBHEAAMABALEAARQARK ii.  the average closing price of the shares of the Company as
DRBEXMEAREERM T FHK stated in the Stock Exchange’s daily quotation sheets for
wE: & the five business days immediately preceding the date of

offer; and

ii. ARBRMHEE - iii. ~ the nominal value of a share of the Company.

8. HiEHEZT—WFEASANE - B E® 8. The New Scheme is valid and effective for a period of 10 years
HMHRTFRNEW - from 6 June 2014, the date on which the New Scheme was
adopted.

B ERBEN FRAARRKEMBARHES Save as disclosed above, at no time during the year was the
BAEMEAREARGZEMESHFEETRAR Company or any of its subsidiaries a party to any arrangement,
FEEBSIARBT\FENTFLEBARRR LT which enables any of the directors or chief executives of the
fa] E Al E A B8 2 IR0 sk B 27 T 15 Rl 25 2 (E (] Company or their spouses or children under the age of 18 to acquire
T o benefits by means of acquisition of shares in, or debentures of, the

Company or any other body corporate.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS

So far as is known to the directors, as at 31 December 2014,
the interests and short positions of shareholders, other than the
directors or chief executives of the Company, in the shares and
underlying shares of the Company as recorded in the register
kept by the Company pursuant to Section 336 of the SFO were as

follows:

1. YY Holdings Limited, the entire issued share capital of which
is held by YYT (PTC) Limited, was holding 547,820,000 shares
of the Company, representing approximately 32.75% of the

issued share capital of the Company as beneficial owner.

2. YYT(PTC) Limited was deemed to be interested in 547,820,000
shares of the Company held by YY Holdings Limited, the entire
issued share capital of which is held by YYT (PTC) Limited.

Save as disclosed above, no other party, other than the directors or
chief executives of the Company, has notified the Company that he
had any interest or short position in the shares or underlying shares
of the Company as recorded in the register kept under Section 336
of the SFO as at 31 December 2014.

DIRECTORS’ INTERESTS IN CONTRACTS
During the year, the Group paid approximately HK$914,000 as
rental expenses to Mr. Jiang Quanlong for the use of his office

premises.

During the year, the Group paid approximately HK$67,000 as rental
expenses to Wuxi Pan-Asia Environmental Protection Technologies
Limited, a related company in which Ms. Qian Yuanying and Mr.
Jiang Quanlong were deemed to have beneficial interests, for the

use of its office premises.

Save as disclosed above and in note 33 to the financial statements,
no director had a beneficial interest, either direct or indirect, in
any contract of significance to which the Company or any of its
subsidiaries was a party at the year-end date or at any time during

the year.
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DIRECTORS' INTERESTS IN COMPETING BUSINESS
During the year, none of the directors had any interest in any

business which competes or is likely to compete, either directly or

indirectly, with the business of the Group.

MANAGEMENT CONTRACTS
No contract concerning the management and administration of
the whole or any substantial part of the business of the Group was

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
The percentages of sales and purchases for the year attributable to

the Group’s major customers and suppliers are as follows:

Sales
- the largest customer 20%
— five largest customers combined 37%
Purchases
— the largest supplier 37%
— five largest suppliers combined 66%

None of the directors, their respective close associates or any
shareholders who own more than 5% of the Company’s issued
share capital to the knowledge of the directors, has any interest in
the share capital of any of the five largest customers or suppliers of

the Group.

CORPORATE GOVERNANCE

The Company is committed to developing and maintaining robust
corporate governance practices to safeguard the interests of
its shareholders and to enhance corporate value, accountability
and transparency of the Company. Information on the principal
corporate governance practices adopted by the Company is set
out in the Corporate Governance Report on pages 21 to 32 of the

annual report.
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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.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the directors, the Company has maintained
sufficient public float as required under the Listing Rules during the

year.

AUDITOR
At the close of the 2013 annual general meeting held on 6 June

2013, CCIF CPA Limited retired as auditor of the Company upon
expiration of its term of office and because of business combination,
Crowe Horwath (HK) CPA Limited was appointed as new auditor of
the Company to hold office until the conclusion of the 2014 annual

general meeting.

The consolidated financial statements for the year ended 31
December 2014 have been audited by Crowe Horwath (HK) CPA
Limited.

Crowe Horwath (HK) CPA Limited, who was re-appointed in the
2014 annual general meeting, will retire and, being eligible, offer
itself for re-appointment. A resolution for the re-appointment
of Crowe Horwath (HK) CPA Limited will be proposed at the

forthcoming annual general meeting of the Company.

On behalf of the Board

Jiang Quanlong
Chairman
Hong Kong, 26 March 2015
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BEEEE (&8 SEtMEBMERAR
Crowe Horwath (HK) CPA Limited
Member Crowe Horwath International

& RIS SRET7R EiER09E
9/F Leighton Centre,

77 Leighton Road,

Causeway Bay, Hong Kong

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
CHINA RARE EARTH HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of China
Rare Earth Holdings Limited (“the Company”) and its subsidiaries
(together “the Group”) set out on pages 46 to 183, which comprise
the consolidated and company statements of financial position as at
31 December 2014, the consolidated statement of profit or loss, the
consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory

information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED

FINANCIAL STATEMENTS
The directors of the Company are responsible for the preparation

of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance,
and for such internal control as the directors determine is necessary
to enable the preparation of consolidated financial statements that

are free from material misstatement, whether due to fraud or error.
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AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made
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.

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

free from material misstatement.

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

consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our audit opinion.
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OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group
as at 31 December 2014, and of the Group’s loss and cash flows
for the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in accordance
with the disclosure requirements of the Hong Kong Companies

Ordinance.

Crowe Horwath (HK) CPA Limited
Certified Public Accountants
Hong Kong, 26 March 2015

Sze Wing Chun
Practising Certificate Number P06035
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—E-NF —T—=F
2014 2013
B = FHET FHET
Note HK$’ 000 HK$'000
EER Turnover 5 1,183,786 1,488,282
8 & B Cost of sales (1,297,045) (1,705,842)
EE Gross loss (113,259) (217,560)
H i Uz Other revenue 6 6,098 11,309
HERDIHE R Selling and distribution
expenses (46,194) (44,476)
EEEH Administrative expenses (81,951) (68,879)
HEAELEME 2IE  Gain on disposal of interest in
a joint venture 21 11,974 -
WRELEAEMEMEE  Gain on deemed disposal of
2 W interest in a joint venture 34(b) 2,750 =
ZEREBENBEARER Gain on bargain purchase of
PR E: interest in a subsidiary 34(c) 24,225 =
HER B QR 2 W Gain on disposal of a subsidiary 35(c) 76,961 =
Hiblezs/ (E518) FE Other net gain/(loss) 16,397 (52,649)
REERER Loss from operations (102,999) (372,255)
B 76 B A Finance costs 7(a) (3,337) =
AENERF(EE) Share of profits/(losses) of
2D joint ventures 2,583 (8,200)
Br % A0S 18 Loss before taxation 7 (103,753) (380,455)
Frigft (2 ) e Income tax (charge)/credit 8 (2,612) 10,749
rEEER Loss for the year (106,365) (369,706)
THALEEAEERE: Loss for the year attributable to:
RARER A Owners of the Company (97,191) (354,650)
FE I AR Non-controlling interests (9,174) (15,056)
(106,365) (369,706)
BRER Loss per share
—HAN#E - Basic and diluted 14 HK 5.81 cents&fll  HK 21.20 centsi{ll

FE55AE183A Z B M B HmKRE f —3b5 -

The notes on pages 55 to 183 form part of these financial

statements.
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BZE-Z-MF+=-A=+—HLEE For the year ended 31 December 2014

—E-NmEF —E=%
2014 2013
=3 FTHERT FAT
Note HK$' 000 HK$" 000
REFEE Loss for the year (106,365) (369,706)
AEEHMER Other comprehensive (loss)/income
(F518) Wz (MBR for the year (net of nil tax and
EREREHERAE) reclassification adjustments)
AIRAEEESHE Items that may be reclassified
BmkaEE - subsequently to profit or loss:
—BEBINEEBE®RAE - Exchange differences on translation of
ZIEH EEE financial statements of foreign operations (25,383) 105,718
—BELLMEMKERAE - Exchange differences on translation
i of financial statements of joint ventures (816) 3,312
— At H E RS E S — Fair value gain on available-for-sale equity
ANFER securities 22 7,600 160
—HEEEREER — Release of translation reserve upon
BEE 3 8 disposal of interest in a joint venture (2,399) =
—BRIEHESERE — Release of translation reserve upon
T b H e deemed disposal of interest in a
joint venture 34(b) (8,706) -
—HEWE A A= — Release of translation reserve upon
PE i B disposal of interest in a subsidiary 35(c) (17,982) =
(47,686) 109,190
rEERXHEEBEAE Total comprehensive loss for the year (154,051) (260,516)
THATEERFE Total comprehensive loss for the year
2HEEEEE: attributable to:
ViN/NEIETZEN Owners of the Company (143,883) (246,797)
FE 1 AR i Non-controlling interests (10,168) (13,719)
(154,051) (260,516)
55 E £ 183 2 Mzt B B is iz Ep — &1 - The notes on pages 55 to 183 form part of these financial

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R-Z-ME+=-A=+—H As at 31 December 2014

—E-ImEF —E—=F
2014 2013
B 5 FTHET FAT
Note HK$' 000 HK$" 000
ERBEE Non-current assets
S Goodwill 16 = =
b E Property, plant and equipment 17(a) 624,116 490,781
AR TEN THH S Prepaid lease payments on land under
operating leases 18 182,725 183,844
mREE Intangible asset 19 = =
BEPEIER Interests in joint ventures 21 - 105,087
A EERES Available-for-sale equity securities 22 17,280 9,680
BEEFIBEEE Deferred tax assets 30(b) 5,465 4,749
HMERBEE Other non-current asset 23 19,222 19,288
848,808 813,429
REBEE Current assets
KERNTEN T HES Prepaid lease payments on land under
operating leases 18 4,651 4,587
A Inventories 24 474,341 567,908
JFE W AR 30 % L A E R Trade and other receivables 25 439,782 510,922
B RIE RIS Prepayments and deposits 25 59,273 48,919
LR Tax recoverable 30(a) 3,010 2,774
X R #1717 5K Restricted bank deposits 27 3,296 =
RekREEFMEEE Cash and cash equivalents 28 1,386,003 1,369,054
2,370,356 2,504,164
mE A E Current liabilities
JE (ST BR 3R Trade payables 29 91,119 103,652
JE 5T 3R I8 K H i FE £ 3R Accruals and other payables 29 95,430 25,650
JENEEHKIE Amounts due to directors 26 2,313 1,557
FE IR Tax payable 30(a) 2,976 4,938
191,838 135,797
REBEERE Net current assets 2,178,518 2,368,367
BEEAERRBAEE Total assets less current liabilities 3,027,326 3,181,796
*RBEE Non-current liabilities
EEFRIBEE Deferred tax liabilities 30(b) 5,982 6,401

EEFE NET ASSETS 3,021,344 3,175,395
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=2-—MF+=A=+—H As at 31 December 2014

—ZF-mf T
2014 2013
iik=a FET FHET
Note HK$' 000 HK$' 000

EAXR#E CAPITAL AND RESERVES 31
LN Share capital 167,264 167,264
B Reserves 2,827,708 2,971,591

AAREEAEGEES Equity attributable to owners

of the Company 2,994,972 3,138,855
FERER Non-controlling interests 26,372 36,540
ERAE TOTAL EQUITY 3,021,344 3,175,395

FABEEFIBE L EEMERELHETSER The consolidated financial statements on pages 46 to 183 were
—E—FF=A-+ B ERERETIE  WH approved and authorised for issue by the board of directors on 26

LTATREREE: March 2015, and are signed on its behalf by:
BRAE 2T Jiang Quanlong Qian Yuanying
EE =Z Director Director

55 EF183H 2 MBS iE A —&f 7 - The notes on pages 55 to 183 form part of these financial

statements.
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—E-WmF —F=F
2014 2013
B 5 FTHET FAT
Note HK$'000 HK$'000
FREBEE Non-current assets
L E N Property, plant and equipment 17(b) 28 14
R E AR 2 K& Investments in subsidiaries 20 151,707 151,707
AL EERE S Available-for-sale equity securities 22 17,280 9,680
169,015 161,401
REBEE Current assets
BRREBERES Prepayments and deposits 25 822 876
JE T B /88 2 B 3R IE Amounts due from subsidiaries 26 1,911,261 1,916,078
RekBHeEFEER Cash and cash equivalents 28 5,051 5,323
1,917,134 1,922,277
nREEE Current liabilities
JRE 5t R IE K H Ath FE A 3K Accruals and other payables 29 4,407 4,983
FEEEHIE Amounts due to directors 26 336 260
4,743 5,243
REBEEFE Net current assets 1,912,391 1,917,034
BEERE NET ASSETS 2,081,406 2,078,435
xRS CAPITAL AND RESERVES 31
[N Share capital 167,264 167,264
1 Reserves 1,914,142 1,911,171
EREE TOTAL EQUITY 2,081,406 2,078,435

FLEAEFIBAZEANBRREHEZTIRN
TE-RF=A-TRNBAHERRETIE W H

IATAETREREE
B RE # TR
EF EF

E558 21838 2 MisEBA M R P — 315 -

The consolidated financial statements on pages 46 to 183 were
approved and authorised for issue by the board of directors on 26

March 2015, and are signed on its behalf by:

Jiang Quanlong Qian Yuanying

Director Director

The notes on pages 55 to 183 form part of these financial

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BZE-Z-MF+=-A=+—HLEE For the year ended 31 December 2014

FAARAARILER
Attributable to owners of the Company
i RrER KBk BTERER HERR EXRR AVERR REEA it FERER 1]
Buildings Fair Non-
Share Share Capital ~ revaluation Statutory Translation value Retained controlling
capital premium reserve reserve Teserves reserve reserve profits Sub-total interests Total
Tin Tin Thn TEn TAn TEn TEn Tan Tin Tin TEn

HKS'000 HKS'000 HKS'000 KS'000 HKS'000 HKS'000 HKS'000 HK§'000 HKS'000 HK$'000 HKS'000

RZE-Z£--8 At 1 January 2013 167,264 1,770,100 038 213% 256,686 528542 2800 610,554 3,385,652 50,259 3435911

FoF-ZE7ER%9: Changes in equity for 2013:

LERER Loss for the year - - - - - - - (354,650) (354,650) (15,056) (369,706)
B2 (58) /bt Other comprehensive (loss)/income,
RSV ERE S et of niltax and relassifcation
adjustments
-BE RN ERIRRR, - Bxchange differences on transation of
Efz2 financial statements of foreign
operations - - - - - 104,381 - - 104,381 1337 105,718
-REAEPERERRL - Exchange differences on transltion of
EXz2 financia statements of jont ventures - - - - - 331 - - 331 - 331
-l EERER - Fairvalue gain on avalable-for-sale
LYENE equity securtes - - - - - - 160 - 160 - 160
REE2AFRAR Total comprehensive loss for the year - - - - - 107,693 160 (354,650) (246,797) (13719) (260,516)
AREEREE Appropriations to tatutory reserves - - - - 2,109 - - 2109 - - -
hERRET EkE Transer o retaned profis n espect of
SRBRAE depreciation on revaluation of
buldings held for own use - - - (3493 - - - 3493 - = =

RZZ-ZE+ZAZT-H  At31 December 2013 167,264 1,770,100 038 23,865 258,795 636,235 2960 257,288 3,138,855 36,540 3,175,395
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BE-F-MFE+=-A=+—ALHFE For the year ended 31 December 2014

FNARAARREER
Attributable to owners of the Company
B REtER KGR BTERER HERE EXRR AVERR REEA it FERER 48
Buildings Fair Non-
Share Share Capital ~ revaluation Statutory Translation value Retained controlling
capital premium reserve reserve Teserves reserve reserve profits Sub-total interests Total
Tin Tin Tin Thn TEn TEn TAn TEn TEn Tan TEn

HKS'000 HKS'000 HKS'000 HKS'000 KS'000 K§'000 KS'000 HKS'000 HKS'000 HKS'000 HKS'000

HZE-RE-F-B At 1 January 2014 167,264 1,770,100 038 23865 25795 636,35 290 257,88 3,138855 36540 3175,3%
ZE-AEVERRY: Changes n equityfor 2014:
KERER Loss for the year - - - - - - - (97,191) (o7.191) (9,174) (106,365)

R27 (58) /bt Other comprehensive (loss)/income,
fkEHARENESE net of nil tax and reclassification

adjustments
-BESNERIERRL - Exchange differences on translation o
323 financial statements of foreign
operations - - - - - (25,288) - - (25,288) (95) (25,383)
-BERERRIRARL - Exchange differences on tandltionof
EXz2 financial statements of joint ventures - - - - - (816) - - (816) - (816)
-MitERSESL - Fai value gain on avalable-forsele
ATRAE equity securites - = = = = o 7,600 o 7,600 - 7600
-tEREREER ~Relase of ranslaion reserve upon
38 disposal ofinerest n a joint venture - - - - - (23%9) - - (23%9) - (23%9)
-RRELERENEER ~Release of tanslaton resere upon
et (ibup) deemed disposal of nterestn a ont
venture (note 34(o)) - - - - - (8,706) - - (8,706) - (8,706)
-HEHBATER - Release of tandltion resenve upon
EX AR (Wa3s0) disposal of inetestin a subsidary
{note 35(0) = = - - - (17,083) - - (17,083) (899) (17,982)
REERERRARE Total comprehensive loss fo the year - - - - - (54292) 7,60 (97,191) (143,883) (10,168 (154051)
AREEERR Appropriatons o statutoryreserves - - - = B3] = = (383) - - =
HEERRT ERTE Tranferto retaned profis n respct of
HRERERN depreciaion on evaluaton of
buildings held for own use - - - (3,465) - - - 3465 - - -
HEREATERSS Release of resrves upon disposalof a
subsidiary - - - (439) (1.30) - - 7,669 - - -
RZE-MET-A=1-R At 31 December 2014 167,264 1,770,100 0318 19961 251,048 581,43 10,560 170848 2994972 2631 302134

o

S5 B R 183B Z MEBR VISR EF — 2%

The notes on pages 55 to 183 form part of these financial

statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

BZE-Z-MF+=-A=+—HLEE For the year ended 31 December 2014

—E-mF —ET-=F
2014 2013
=3 FHET FiBT
Note HK$' 000 HK$' 000
ReEEH Operating activities
Bt A 5 18 Loss before taxation (103,753) (380,455)
ARIER - Adjustments for:
B TS B AR Finance costs 7(a) 3,337 =
B HA Interest income 6 (6,098) (11,309)
Mz - BERFZAE Depreciation of property,
ZITE plant and equipment 7(c) 80,688 69,188
AN TIER T Amortisation of prepaid lease
e 2 #H payments on land under
operating leases 7(c) 4,791 4,512
B EE#E Amortisation of intangible asset 7(c) = 12,792
B EEZREEIR Impairment loss on intangible asset 7(c) = 31,848
FEMBR S 2 R BB 1B Impairment loss on trade receivables 7(c) 10,030 7,397
H el sz mEEsE Impairment loss on other receivables 7(c) 253 149
JE Wt BR 5% 2 L (B 5 18 Reversal of impairment loss on
£ [el trade receivables 7(c) (6,305) (7,115)
H i & WK 2 R (B s 18 Reversal of impairment loss on
B [0 other receivables 7(c) (124) (850)
HESERE 2K Gain on disposal of a joint venture (11,974) =
WHRIEHEAL MR Gain on deemed disposal of interest
2 Wz in a joint venture (2,750) =
ZEBEMNBAREEZ Gain on bargain purchase of interest
g in a subsidiary (24,225) =
R NG e g Gain on disposal of a subsidiary (76,961) =
FEMG Write down of inventories 24(b) 121,929 143,920
5 &3 Bk 5 [l Reversal of write down of inventories 24(b) (9,684) (21,465)
HEME  BEREE Net loss on disposal of property,
ZEBEFE plant and equipment 7(c) = 534
EEOECRF) BB Share of (profits)/losses of
AR joint ventures (2,583) 8,200
(23,429) (142,654)
EEESRD Changes in working capital
FEOEMm R (Increase)/decrease in inventories (967) 313,146
JFE LT B 50 % EL i FE U R Decrease/(increase) in trade and
B (38 0) other receivables 66,733 (19,647)
B FIBRIES (Increase)/decrease in prepayments
(3m) /m and deposits (10,535) 69,695
AR CRA) (Decrease)/increase in trade payables (77,935) 6,241
JE 5T SR I8 K H A & 1 3K Increase/(decrease) in accruals and other
#n,/ CRid) payables 7,533 (3,474)
JE T & HFRIEIE 1N Increase in amounts due to directors 762 483
sE (ER) /s Cash (used in)/generated from
KR & operations (37.838) 223,790
ERFEH Income tax paid 30 (4,663) (10,276)
LeTE (FH), Fii8H  Net cash (used in)/generated from
BEFE operating activities (42,501) 213,514
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CONSOLIDATED STATEMENT OF CASH FLOWS

B2z

Z—NE+=-B=1+—RAILFE For the year ended 31 December 2014

—E-ImEF —E—=F
2014 2013
B 5 FTHET FAT
Note HK$' 000 HK$’ 000
REEH Investing activities
HERBARZ Net cash inflows on disposal of a
REMAFHE subsidiary 35(d) 161,701 =
HEREREMS Proceed from disposal of a joint
A venture 71,300 =
2 F B Interest received 6,098 11,309
BEME  BERHZ Purchase of property,
plant and equipment (70,124) (148,201)
g B A a2 Net cash outflows on acquisition
BEm L EE8 of a subsidiary 34(d) (11,162) =
B RIT I R X IR (Increase)/decrease in pledged bank
RITFRHCGEM) B deposits and restricted bank deposits (3,296) 53,035
HEME  BEREZE Proceeds from disposal of property,
FrfS5k18 plant and equipment = 6,912
RETEFFE (ER) Net cash generated from/(used in)
WEEFE investing activities 154,517 (76,945)
mMEEE Financing activities
EBIETER Repayment of bank borrowings (85,068) (50,094)
B F & Interest paid (3,337) =
BMETEBFEANRESFE Net cash used in financing activities (88,405) (50,094)
ReRkFALEEER Net increase in cash and
i FE cash equivalents 23,611 86,475
FUORSRELEHEER Cash and cash equivalents at beginning
of the year 1,369,054 1,236,290
ExgEHsHE Effect of changes in exchange rate (6,662) 46,289
FRESRALEEER Cash and cash equivalents at end
of the year 28 1,386,003 1,369,054
558 21838 Z BRI B HRERE R —61 - The notes on pages 55 to 183 form part of these financial

statements.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

GENERAL

China Rare Earth Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company
with limited liability and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The
addresses of the Company’s registered office and principal
place of business are Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111, the Cayman Islands and
Dingshu Town, Yixing City, Jiangsu Province, the People’s

Republic of China (the “PRC"), respectively.

The immediate parent and the ultimate controlling party of the
Company is YY Holdings Limited (“YY Holdings”), which was
incorporated in the British Virgin Islands. YY Holdings does not

produce financial statements available for public use.

The Company and its subsidiaries (collectively referred to as
the “Group”) are engaged in manufacturing and sales of rare
earth products (including fluorescent products) and refractory
products (including high temperature ceramics products and

magnesium grains), and investment holding.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$"), which is the functional currency of
the Company and its subsidiaries operating in Hong Kong,
while the functional currency of the Company’'s subsidiaries
established in the PRC is Renminbi (“RMB”). The directors
of the Company consider that presenting the consolidated
financial statements in Hong Kong dollars is preferable when
controlling and monitoring the performance and financial
position of the Group and in reporting to YY Holdings whose

functional currency is also Hong Kong dollars.
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NOTES TO THE FINANCIAL STATEMENTS
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2.
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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")
and accounting principles generally accepted in Hong
Kong. These financial statements also comply with the
applicable disclosure requirements of the Hong Kong
Companies Ordinance, which for this financial year and
the comparative period continue to be those of the
predecessor Hong Kong Companies Ordinance (Cap. 32),
in accordance with transitional and saving arrangement
for Part 9 of the new Hong Kong Companies Ordinance
(Cap. 622), “Accounts and Audit”, which are set out
in sections 76 to 87 of Schedule 11 to that Ordinance.
These financial statements also comply with the
applicable disclosure provisions of the Rules Governing
the Listing of Securities on the Stock Exchange (the
“Listing Rules”). A summary of the significant accounting

policies adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption
for the current accounting period of the Group and the
Company. Note 3 provides information on any changes
in accounting policies resulting from initial application of
these developments to the extent that they are relevant
to the Group for the current and prior accounting periods

reflected in these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

b)

Basis of preparation of the financial statements
The consolidated financial statements for the year ended
31 December 2014 comprise the Company and its

subsidiaries.

The measurement basis used in the preparation of the
financial statements is the historical cost basis, except
that the following assets are stated at their fair value as

explained in the accounting policies set out below:

- Buildings held for own use (see note 2(g)); and

- Available-for-sale equity securities (see note 2(f)).

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 that are believed to be reasonable
under the circumstances, the results of which form the
basis of making judgements about the carrying values
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 4.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

<)

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.
For each business combination, the Group can elect to
measure any non-controlling interests either at fair value
or at the non-controlling interests’ proportionate share of

the subsidiary’s net identifiable assets.



Annual Report 2014 F3 59 _

2. EREFHE®®E)

(9]

MDA R IR ()
FEREDZEERAMBARNEK ZE
HEAH  BARREEAZEIGE
SEORE®W - MFERESEMEEE
REzRDAEERABRERNES
BalHEtE2EREXRFIERER
FISEER S BAR AR A Z R
FABRmBEIEERGREIR ° FF
ERERBAAZERRZERAA
B B Al & £ B AR 5 2(m) 3 2(n) R
RAMBMRRARAZIREREE
BFaBEHEEMmE -

BEERBEKREHME DR M ESER
At R EZMBE AR ZAER - Bt
MEEMBEXEERBRER - KE
EHEE ANZAMBAREFNE
AEDZRAFERR BRSBERS
NPTHERCHEERNHRTE (RKE
2(f)) 2 (fin 38 F) 70 2 e iR T Bt & 1% )
RAEEEREMKA (RHTFE2()

ERRBZHBEHRREAR - RIBAF
TRERRANERE T ARESE (]
i =E2()) 51 % =

8 15 ¥R = B 5t
NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

Subsidiaries and non-controlling interests (Continued)
Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from equity attributable to 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 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 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 in accordance with notes

2(m) or 2(n) depending on the nature of the liability.

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 (see note 2(f))
or, when appropriate, the cost on initial recognition of
an investment in an associate or a joint venture (see note
2(d)).

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less any

impairment losses (see note 2(j)).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

d)

Joint ventures

A joint venture is an arrangement whereby the Group
and other parties contractually agree to share control of
the arrangement, and have rights to the net assets of the

arrangement.

An investment in a joint venture is accounted for in
the consolidated financial statements under the equity
method, unless it is classified as held for sale (or included
in a disposal group that is classified as held for sale).
Under the equity method, the investment is initially
recorded at cost, adjusted for any excess of the Group’s
share of the acquisition-date fair values of the investee’s
identifiable net assets over the cost of the investment
(if any). Thereafter, the investment is adjusted for the
post acquisition change in the Group’s share of the
investee’s net assets and any impairment loss relating to
the investment (see note 2(j)). Any acquisition-date excess
over cost, the Group's share of the post-acquisition,
post-tax results of the investees and any impairment
losses for the year are recognised in the consolidated
statement of profit or loss, whereas the Group’s share of
the post-acquisition post-tax items of the investees’ other
comprehensive income is recognised in the consolidated
statement of profit or loss and other comprehensive

income.

When the Group’s share of losses exceeds its interest
in the joint venture, the Group's interest is reduced
to nil and recognition of further losses is discontinued
except to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf
of the investee. For this purpose, the Group's interest is
the carrying amount of the investment under the equity
method together with the Group’s long-term interests
that in substance form part of the Group’s net investment

in the joint venture.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

d)

e)(i)

Joint ventures (Continued)

Unrealised profits and losses resulting from transactions
between the Group and its joint venture are eliminated
to the extent of the Group's interest in the investee,
except where unrealised losses provide evidence of an
impairment of the asset transferred, in which case they

are recognised immediately in profit or loss.

In all other cases, when the Group ceases to have joint
control over a joint venture, it is accounted for as a
disposal of the entire interest in that investee, with a

resulting gain or loss being recognised in profit or loss.

Business combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values
of the assets transferred by the Group, liabilities incurred
by the Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange
for control of the acquiree. Acquisition-related costs are

generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair

values, except that:

e a deferred tax asset or liability arising from the
assets acquired and liabilities assumed in a business
combination and the potential tax effects of
temporary differences and carryforwards of an
acquiree that exist at the acquisition date or arise
as a result of the acquisition are recognised and
measured in accordance with HKAS 12 “Income

Taxes”;
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)
e)(i) Business combinations (Continued)

o assets or liabilities relating to employee benefit
arrangements are recognised and measured in

accordance with HKAS 19 “Employee Benefits”;

o liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 “Share-based Payment” at

the acquisition date; and

o assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 “Non-current
Assets Held for Sale and Discontinued Operations”

are measured in accordance with that Standard.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value
of the acquirer's previously held equity interest in the
acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the
liabilities assumed. If, after re-assessment, the net of
the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of
the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of
the acquirer's previously held interest in the acquiree (if
any), the excess is recognised immediately in profit or loss

as a bargain purchase gain.
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NOTES TO THE FINANCIAL STATEMENTS
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
e)(i) Business combinations (Continued)

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity's net assets in the event of liquidation
may be initially measured either at fair value or at the
non-controlling interests' proportionate share of the
recognised amounts of the acquiree's identifiable net
assets. The choice of measurement basis is made on a
transaction-by-transaction basis. Other types of non-
controlling interests are measured at their fair value or,

when applicable, on the basis specified in another HKFRS.

Where the consideration transferred by the Group in a
business combination includes assets or liabilities resulting
from a contingent consideration arrangement, the
contingent consideration is measured at its acquisition-
date fair value and included as part of the consideration
transferred in a business combination. Changes in the
fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments
against goodwill. Measurement period adjustments
are adjustments that arise from additional information
obtained during the “measurement period” (which
cannot exceed one year from the acquisition date) about
facts and circumstances that existed at the acquisition
date.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
e)(i) Business combinations (Continued)

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify
as measurement period adjustments depends on how
the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance
with HKAS 39 “Financial Instruments: Recognition and
Measurement”, or HKAS 37 "Provisions, Contingent
Liabilities and Contingent Assets”, as appropriate, with
the corresponding gain or loss being recognised in profit

or loss.

When a business combination is achieved in stages, the
Group's previously held equity interest in the acquiree
is remeasured to its acquisition date fair value and the
resulting gain or loss, if any, is recognised in profit or
loss. Amounts arising from interests in the acquiree
prior to the acquisition date that have previously been
recognised in other comprehensive income are reclassified
to profit or loss where such treatment would be

appropriate if that interest were disposed of.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which
the combination occurs, the Group reports provisional
amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted
during the measurement period (see above), or additional
assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that
existed at the acquisition date that, if known, would have

affected the amounts recognised at that date.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
e)(ii) Goodwill

Goodwill arising on an acquisition of a business is carried
at cost as established at the date of acquisition of the

business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units,
or groups of cash-generating units, that is expected to

benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more
frequently whenever there is an indication that the unit
may be impaired. If some or all of the goodwill allocated
to a cash-generating unit was acquired in a business
combination during the current annual period, that unit
shall be tested for impairment before the end of the
current annual period. If the recoverable amount of the
cash-generating unit is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to
the other assets of the unit pro rata based on the carrying
amount of each asset in the unit. Any impairment loss
for goodwill is recognised directly in profit or loss. An
impairment loss recognised for goodwill is not reversed in

subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the

determination of the profit or loss on disposal.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

f)

Other investments in equity securities
The Group's and the Company’s policies for investments
in equity securities, other than investments in subsidiaries

and joint ventures, 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 assets 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:

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 earned on these investments as
these are recognised in accordance with the policies set

out in note 2(s)(iii).
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

f)

9)

Other investments in equity securities (Continued)

Investments in securities which do not fall into securities
held for trading or held-to-maturity securities are
classified as available-for-sale securities. 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 otherwise be reliably measured
are recognised in the statement of financial position
at cost less impairment losses (see note 2(j)). Dividend
income from equity securities are recognised in profit or
loss in accordance with the policies set out in note 2(s)

(iii).

When the investments are derecognised or impaired
(see note 2(j)), 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.

Property, plant and equipment

Buildings held for own use are stated at their
revalued amount, being their fair value at the date
of the revaluation less any subsequent accumulated

depreciation.

Revaluations are performed with sufficient regularity to
ensure that the carrying amount of these assets does not
differ materially from that which would be determined

using fair values at the end of the reporting period.

Except for buildings held for own use, other property,
plant and equipment are stated at cost less accumulated

depreciation and impairment losses (see note 2(j)).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

9)

Property, plant and equipment (Continued)

Changes arising on the revaluation of buildings held for
own use are generally dealt with in other comprehensive
income and are accumulated separately in equity in the
buildings revaluation reserve. The only exceptions are as

follows:

- when a deficit arises on revaluation, it will be
charged to profit or loss to the extent that it
exceeds the amount held in the reserve in respect of
that same asset immediately prior to the revaluation;

and

-  when a surplus arises on revaluation, it will be
credited to profit or loss to the extent that a deficit
on revaluation in respect of that same asset had

previously been charged to profit or loss.

The cost of self-constructed items of property, plant and
equipment includes the cost of materials, direct labour,
the initial estimate, where relevant, of the costs of
dismantling and removing the items and restoring the site
on which they are located, and an appropriate proportion
of production overheads and borrowing costs (see note

2(u)).

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.
Any related revaluation surplus is transferred from the
buildings revaluation reserve to retained profits and is not

reclassified to profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property, plant and equipment (Continued)

Depreciation is calculated to write off the cost or
valuation of items of property, plant and equipment, less
their estimated residual value, if any, using the straight-

line method over their estimated useful lives as follows:

- Buildings held for own use 20 years
- Machinery and equipment 10 years
—  Office equipment and fixtures 5 years
- Motor vehicles 5 years

Where parts of an item of property, plant and equipment
have different useful lives, the cost or valuation 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.

Construction-in-progress represents property, plant and
equipment under construction and pending installation
and is stated at cost less accumulated impairment
losses (see note 2(j)), if any. Cost includes the costs of
construction of buildings, the costs of machinery and
equipment and interest charges arising from borrowings
used to finance the acquisition of these assets during
the period of construction or installation and testing.
No provision for depreciation is made on construction-
in-progress until such time as the relevant assets are
completed and are available for their intended use. When
the assets concerned are brought into use, the costs
are transferred to other property, plant and equipment
and depreciated in accordance with the policy as stated

above.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

h)

Intangible assets (other than goodwill)

Expenditure on research activities is recognised as an
expense in the period in which it is incurred. Expenditure
on development activities is capitalised if the product
or process is technically and commercially feasible and
the Group has sufficient resources and the intention
to complete development. The expenditure capitalised
includes the costs of materials, direct labour, and an
appropriate proportion of overheads and borrowing
costs, where applicable (see note 2(u)). Capitalised
development costs are stated at cost less accumulated
amortistation and impairment losses (see note 2(j)). Other
development expenditure is recognised as an expense in

the period in which it is incurred.

Other intangible assets that are acquired by the Group
are stated at cost less accumulated amortisation (where
the estimated useful life is finite) and impairment losses
(see note 2(j)). Expenditure on internally generated
goodwill and brands is recognised as an expense in the

period in which it is incurred.

Amortisation of intangible assets with finite useful lives is
charged to profit or loss on a straight-line basis over the
assets’ estimated useful lives. The following intangible
assets with finite useful lives are amortised from the date
they are available for use and their estimated useful lives
are as follows:

— Technical know-how for rare 10 years
earth metal products

Both the period and method of amortisation are reviewed

annually.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

i)

Lease 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.

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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SIGNIFICANT ACCOUNTING POLICIES (Continued)

i)

Lease assets (Continued)

i)

i)

Classification of assets leased to the Group
(Continued)

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.

Operating lease charges

Where the Group has the use of assets held 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 assets. Lease incentives
received are recognised in profit or loss as an
integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit
or loss in the accounting period in which they are

incurred.

The cost of acquiring land held under an operating
lease is amortised on a straight-line basis over the

period of the lease term.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

i)

Lease assets (Continued)

fif)

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 on land under operating
leases” in the consolidated statement of financial
position and is amortised over the lease term on a

straight-line basis.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
i) 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 carried at cost
or amortised cost or are classified as available-
for-sale securities 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 into 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

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

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 investments in joint ventures accounted for
under the equity method in the consolidated
financial statements (see note 2(d)), the
impairment loss is measured by comparing the
recoverable amount of the investment with its
carrying amount in accordance with note 2(j)
(ii). The impairment loss is reversed if there
has been a favourable change in the estimates
used to determine the recoverable amount in

accordance with note 2(j)(ii).

—  For trade 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 the 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 financial assets carried at amortised cost
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.



I ¢

B 5 ¥ & Bt 5E

NOTES TO THE FINANCIAL STATEMENTS

BE-F-MFE+=-A=+—ALFE For the year ended 31 December 2014

2.

FTESHBE M)

EERME(E)

B HIREREMEWHZ R
(%)

RN E R RREBREE
BRRA - MR LEER
MEEBBEREEZENE
W ARRBEBREREEA
@ o REBRZEE RS
BEEZEREEBBELEMN
EFRRB BRI FRERS
BmMECEEZHE -

RARLERSESME
RAFEFEARERZ R
EREEHNIBERE N
BahERZ RFEBERZE
BRWEBRA (R EAE
ANREEHE) RREDF
BEORRERBRPHER

ZEEEMBERBE)RZ
ER o

AL EREEFR B
RHERZREBETNERE
mEmE - FREEZAYE
ZAEMAERE NN EBEE
Was R -

2.

Annual Report 2014 F3§

SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

Impairment of assets (Continued)

i)

Impairment of investments in equity securities and

other receivables (Continued)

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

years.

For available-for-sale equity securities, the
cumulative loss that has been recognised in
the fair value reserve is reclassified to profit or
loss. The amount of the cumulative loss that
is recognised in profit or loss is the difference
between the acquisition cost (net of any
principal repayment and amortisation) and
current fair value, less any impairment loss on
that asset previously recognised in profit or

loss.

Impairment losses recognised in profit or loss
in respect of available-for-sale equity securities
are not reversed through profit or loss. Any
subsequent increase in the fair value of such
assets is recognised in other comprehensive

income.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

Impairment of assets (Continued)

i)

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

Impairment losses are written off against the
corresponding assets directly, except for impairment
losses recognised in respect of trade debtors,
bills receivables and other receivables included
within trade and other receivables, whose recovery
is considered doubtful but not remote. In this
case, the impairment losses for doubtful debts
are recorded using an allowance account. When
the Group is satisfied that recovery is remote,
the amount considered irrecoverable is written
off against trade debtors, bills receivables and
other receivables 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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2. FEETEHE®@) 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
) EBEREGE) j)  Impairment of assets (Continued)

i) BMEEZHE i) Impairment of other assets
AEEGREERRMARLLEE R Internal and external sources of information are
ZEHANBRINAFTEER - LARE reviewed at the end of each reporting period to
ERIEE (BRI REHR identify indications that the following assets may
BRI E R RERBET be impaired or, except in the case of goodwill, an
BREEXBELRD impairment loss previously recognised no longer

exists or may have decreased:

- BE - goodwill;

- YE BEREREBEREM - property, plant and equipment (other than
AL BE 2 BFBRIN) ¢ buildings carried at revalued amounts);

- EEREAOTEMNTHHES -  prepaid lease payments on land under

operating leases;

- EWEE; - intangible asset;

- ARBEBAR K2 RHE - investments in subsidiaries in the Company’s
REZ®ZE & statement of financial position; and

- HMIERBHEE - —  other non-current asset.

fisf (38 (E /I 5% F 0P %+ B 5T If any such indication exists, the asset’s recoverable

BEZAIWEEEE - o B amount is estimated. In addition, for goodwill,

2 WAAECAZENEER intangible assets that are not yet available for

TEREEFRAFH EFLEEM use and intangible assets that have indefinite

s HAlkEZEe §GF A (D useful lives, the recoverable amount is estimated

WA HERETR) ° annually whether or not there is any indication of

impairment.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

Impairment of assets (Continued)

ii)

Impairment of other assets (Continued)

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).

Recognition of impairment losses

An impairment loss is recognised in profit or
loss if the carrying amount of an asset, or
the cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating
units are allocated first to reduce the carrying
amount of any goodwill allocated to the cash-
generating unit (or group of units) and then,
to reduce the carrying amount of the other
assets in the unit (or group of units) on a
pro rata basis, except that the carrying value
of an asset will not be reduced below its
individual fair values less costs of disposal (if

measurable), or value in use (if determinable).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

Impairment of assets (Continued)

ii)

iif)

Impairment of other assets (Continued)

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used
to determine the recoverable amount. An
impairment loss in respect of goodwill is not

reversed.

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.

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(j)(i) and (ii)).
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

SIGNIFICANT ACCOUNTING POLICIES (Continued)

)

k)

Impairment of assets (Continued)

fif)

Interim financial reporting and impairment
(Continued)

Impairment losses recognised in an interim period
in respect of goodwill and available-for-sale equity
securities 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 equity
securities increase 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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SIGNIFICANT ACCOUNTING POLICIES (Continued)

k)

m)

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.

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 (see note 2(j)), 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.

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.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

n)

o)

9)

Trade and other payables

Trade and other payables are initially recognised at fair
value. Except for financial guarantee liabilities measured
in accordance with note 2(r)(i), trade and other payables
are subsequently stated at amortised cost unless the
effect of discounting would be immaterial, in which case

they are stated at cost.

Cash and cash equivalents

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

statement of cash flows.

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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SIGNIFICANT ACCOUNTING POLICIES (Continued)

9)

Employee benefits (Continued)

ii)

Share based payments

The fair value of share options granted to
employees is recognised as an employee cost with
a corresponding increase in a share option reserve
within equity. Where the employees have to meet
vesting conditions before becoming unconditionally
entitled to the options, the total estimated fair value
of the options is spread over the vesting period,
taking into account the probability that the options

will vest.

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 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
included in the amount recognised in share capital
for the shares issued) or the option expires (when it

is released directly to retained profits).
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BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

SIGNIFICANT ACCOUNTING POLICIES (Continued)

P)

q)

Employee benefits (Continued)

iii) ~ 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.

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

a)

Income tax (Continued)

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.

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes, 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.
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BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

a)

Income tax (Continued)

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.

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 or
the Company 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 or the Company 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
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
g) Income tax (Continued)

- 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.

r)  Financial guarantees issued, provisions and

contingent liabilities

(i)

Financial guarantees issued

Financial guarantees are contracts that require
the issuer (i.e. the guarantor) to make specified
payments to reimburse the beneficiary of the
guarantee (the “holder”) for a loss the holder incurs
because a specified debtor fails to make payment
when due in accordance with the terms of a debt
instrument.

Where the Group issues a financial guarantee, the
fair value of the guarantee is initially recognised as
deferred income within trade and other payables.
The fair value of financial guarantees issued at the
time of issuance is determined by reference to fees
charged in an arm’s length transaction for similar
services, when such information is obtainable, or
is otherwise estimated by reference to interest rate
differentials, by comparing the actual rates charged
by lenders when the guarantee is made available
with the estimated rates that lenders would have
charged, had the guarantees not been available,
where reliable estimates of such information can be
made. Where consideration is received or receivable
for the issuance of the guarantee, the consideration
is recognised in accordance with the Group's
policies applicable to that category of asset. Where
no such consideration is received or receivable, an
immediate expense is recognised in profit or loss on
initial recognition of any deferred income.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

r)

Financial guarantees issued, provisions and

contingent liabilities (Continued)

(i)

(i)

Financial guarantees issued (Continued)

The amount of the guarantee initially recognised
as deferred income is amortised in profit or loss
over the term of the guarantee as income from
financial guarantees issued. In addition, provisions
are recognised in accordance with note 2(r)(ii) if
and when (i) it becomes probable that the holder of
the guarantee will call upon the Group under the
guarantee, and (ii) the amount of that claim on the
Group is expected to exceed the amount currently
carried in trade and other payables in respect of that
guarantee (i.e. the amount initially recognised less

accumulated amortisation).

Other provisions and contingent liabilities

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

expenditure expected to settle the obligation.

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

remote.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

s)

1)

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) Sale of goods
Revenue is recognised when the Group has
transferred the risks and rewards of ownership of
the goods to its customers. Revenue excludes value
added and other sales taxes and is after deduction

of any goods returns and trade discounts.

i) Interest income
Interest income is recognised as it accrues using the

effective interest method.

iii)  Dividend income
Dividend income from unlisted investments is
recognised when the shareholder’s right to receive

payment is established.

Dividend income from listed investments is
recognised when the share price of the investment

goes ex-dividend.

Translation of foreign currencies

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.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

t)

u)

Translation of foreign currencies (Continued)

Non-monetary assets and liabilities that are 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 that are stated at fair
value are translated using the foreign exchange rates

ruling at the dates the fair value was determined.

The results of foreign operations are translated into
Hong Kong dollars at the exchange rates approximating
the foreign exchange rates ruling at the dates of the
transactions. Statement of financial position items,
including goodwill arising on consolidation of foreign
operations acquired on or after 1 January 2005, are
translated into Hong Kong dollars 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. Goodwill arising on
consolidation of a foreign operation acquired before 1
January 2005 is translated at the foreign exchange rate
that applied at the date of acquisition of the foreign

operation.

On disposal of a foreign operation, 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Borrowing costs (Continued)

u)

V)

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.

Related parties

(a)

A person, or a close member of that person’s family,

is related to the Group if that person:

iii)

has control or joint control over the Group;

has significant influence over the Group; or

is @ 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:

iii)

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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

V)

w)

Related parties (Continued)
(b)  (Continued)
iv)  One entity is a joint venture of a third entity
and the other entity is an associate of the third

entity.

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(v)(a).

vii) A person identified in note 2(v)(a)(i) has
significant influence over the entity or is a
member of the key management personnel of

the entity (or of a parent of the entity).

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

with the entity.

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 operating decision maker
for the purposes of allocating resources to, and assessing
the performance of, the Group’s various lines of business

and geographical locations.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

=) 2.
=) w) Segment reporting (Continued)

Efﬁﬁi“#% 5 EREREEDHAN
Abt - EDHEEBRURLER K

Individually material operating segments are not

aggregated for financial reporting purposes unless the

Z—EEDD&HE%’\‘EH CHEEBENE F
FEEXER  RESHEMIIEHM
iz AN R EERFEEE T EM
BRI - MY BRI ERZLE

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

DEBTE A AEB D It FE LR - B % F K products or provide the services, and the nature of the

AX =T L
EOEA LA HRIE - regulatory environment. Operating segments which are
not individually material may be aggregated if they share
a majority of these criteria.
3. SHEEXZEEH 3. CHANGES IN ACCOUNTING POLICIES

BEGMAGEBMA TIRARERAR
AZAE R ERER BB BREE
AIZEAR—HHAR

The HKICPA has issued the following amendments to HKFRSs
and one new Interpretation that are first effective for the

current accounting period of the Group and the Company:

BBHHREENE10% REER Amendments to HKFRS 10, Investment Entities
EAMBAEERE12RR HKFRS 12 and HKAS 27
BRI EAEIR ZETA
EBQHERENR L ETL BHEBEERERER Amendments to HKAS 32 Offsetting Financial Assets and
Financial Liabilities
EBQH RSN EIA FeRAEZAKA Amendments to HKAS 36 Recoverable Amount Disclosures for
SHRE Non-financial Assets
EEGIEAS0E Y BIA FAETAESAYRest Amendments to HKAS 39 Novation of Derivatives and
L& Continuation of Hedge Accounting

ER(BARMBRELE BE
Z88)-2EBENR

HK(IFRIC) - Int 21 Levies
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CHANGES IN ACCOUNTING POLICIES (Continued)

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.
Impacts of the adoption of the new or amended HKFRSs are

discussed below:

Amendments to HKFRS 10, HKFRS 12 and HKAS 27

“Investment Entities”

The amendments provide consolidation relief to those
parents which qualify to be an investment entity as defined
in the amended HKFRS 10. Investment entities are required
to measure their subsidiaries at fair value through profit or
loss. These amendments do not have an impact on these
financial statements as the Company does not qualify to be an

investment entity.

Amendments to HKAS 32 “Offsetting Financial Assets and
Financial Liabilities”

The amendments to HKAS 32 clarify the offsetting criteria in
HKAS 32. The amendments do not have an impact on these
financial statements as they are consistent with the policies

already adopted by the Group.

Amendments to HKAS 36 “Recoverable Amount
Disclosures for Non-financial Assets”

The amendments to HKAS 36 modify the disclosure
requirements for impaired non-financial assets. Among
them, the amendments expand the disclosures required for
an impaired asset or cash-generating unit (“CGU") whose
recoverable amount is based on fair value less costs of disposal.
The adoption of amendments does not have an impact on
these financial statements because there is no impaired non-
financial asset or CGU which the recoverable amount is based

on fair value less costs of disposal.
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CHANGES IN ACCOUNTING POLICIES (Continued)
Amendments to HKAS 39 “Novation of Derivatives and

Continuation of Hedge Accounting”

The amendments to HKAS 39 provide relief from discontinuing
hedging accounting when novation of a derivative
designated as a hedging instrument meets certain criteria.
The amendments do not have an impact on these financial
statements as the Group does not have any derivatives that

subject to novation.

HK(IFRIC) - Int 21 “Levies”

The Interpretation provides guidance on when a liability to
pay a levy imposed by a government should be recognised.
The amendments do not have an impact on these financial
statements as the guidance is consistent with the Group's

existing accounting policies.
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4. CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

a)

Key sources of estimation uncertainty

In the process of applying the Group’s accounting policies

which are described in note 2, management has made

certain key assumptions concerning the future, and

other key sources of estimated uncertainty at the end of

the reporting period, that may have a significant risk of

causing a material adjustment to the carrying amounts

of assets and liabilities within the next financial year, as

discussed below.

Useful lives and residual values of property, plant
and equipment and prepaid lease payments on land
under operating leases

Management determines the estimated useful
lives and residual values for the Group's property,
plant and equipment and prepaid lease payments
on land under operating leases in accordance with
the Group's accounting policies stated in note 2(g)
and note 2(i) 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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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

a)

Key sources of estimation uncertainty (Continued)

ii)

Estimation of impairment of property, plant and
equipment except for buildings held for own use

If circumstances indicate that the carrying value
of an item of the property, plant and equipment
except for buildings held for own use 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 Group’s accounting policy for impairment of
property, plant and equipment as described in
note 2(j)(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.

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 2014, the carrying amount of property,
plant and equipment except for buildings held for
own use is approximately HK$370,285,000 (2013:
HK$314,857,000).
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

(Continued)
Key sources of estimation uncertainty (Continued)

a)

fif)

Estimation of fair value of buildings held for own
use

As described in note 17(c), the buildings held for
own use were revalued as at 31 December 2014
and 2013 using the depreciated replacement cost
approach by independent qualified professional
valuers. Such valuations were based on certain
assumptions, which are subject to uncertainties
and might materially differ from the actual results.
In making the judgement, the Group considers
information such as the amounts of the depreciated
replacement cost of the buildings and deductions to
account for physical deterioration and all relevant
forms of obsolescence and optimisation existing at
the end of the reporting period. As at 31 December
2014, the carrying amount of buildings held for
own use is approximately HK$253,831,000 (2013:
HK$175,924,000).

Estimation of impairment of intangible asset and
prepaid lease payments on land under operating
leases

The Group performs annual assessments on whether
there has been impairment of intangible asset and
prepaid lease payments on land under operating
leases in accordance with the Group’s accounting
policy stated in note 2(j). The recoverable amounts
of cash-generating units are determined based
on value in use calculations. These calculations
require the use of estimates and assumptions
made by management on the future operation
of the business, pre-tax discount rates, and
other assumptions underlying the value in use
calculations. As at 31 December 2014, the carrying
amount of prepaid lease payments on land under
operating leases is approximately HK$187,376,000
(2013: HK$188,431,000).
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

(Continued)
a) Key sources of estimation uncertainty (Continued)

iv)

v)

Estimation of impairment of intangible asset and
prepaid lease payments on land under operating
leases (Continued)

In respect of the impairment assessment of
intangible asset, impairment loss of approximately
HK$31,848,000 (2014: Nil) was recognised during
the year ended 31 December 2013 and the carrying
amount of the intangible asset was reduced to zero
(2014: Nil) as at 31 December 2013. Details of the
impairment assessment of intangible asset are set

out in note 19.

Amortisation of intangible asset

Intangible asset is amortised on a straight-line
basis over its estimated useful life in accordance
with the Group’s accounting policy stated in note
2(h). The determination of the useful life involves
management’s estimation. The Group re-assesses
the useful life of the intangible asset and, if the
expectation differs from the original estimate, such
a difference may impact the amortisation for the
year and the estimate will be changed in the future

period.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

(Continued)
a) Key sources of estimation uncertainty (Continued)

vi)  Estimation of impairment of receivables
The policy for recognition of impairment on
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. If the financial conditions of these
debtors were to deteriorate, resulting in impairment
of their ability to make payments, additional
impairment loss may be required. As at 31
December 2014, the carrying amount of trade and
other receivables is approximately HK$439,782,000
(2013: HK$510,922,000). Details of the impairment

of receivables are disclosed in note 25(c).

vii)  Net realisable value of inventories

Inventories are stated at the lower of cost and net
realisable value. Net realisable value is determined
on the basis of the estimated selling price in the
ordinary course of business, less estimated cost
of completion and the estimated cost 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. The directors of the Company
estimate the net realisable value for inventories
based primarily on the latest invoice prices and
current market conditions. During the year ended
31 December 2014, the directors of the Company
performed periodic review on a product-by-product
basis and made a write down of its inventories
of approximately HK$121,929,000 (2013:
HK$143,920,000) and a reversal of write down of
inventories of approximately HK$9,684,000 (2013:
HK$21,465,000).
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION 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 and deferred taxation
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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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

4. BREFHERGHTIREZEER 4
R ()

by HEERAEBEESHBERMEZIEK

(Continued)

b)

Critical accounting judgements in applying the

St HE (&) Group's accounting policies (Continued)

) HEHRELERE(E) i) Income taxes and deferred taxation (Continued)
FRETERZEZREERIEBE Deferred tax assets relating to certain temporary
E -DREEBERRBEARA differences are recognised as management considers
0] B) A FE 2R B i 3K 6 R A= it is probable that future taxable profit will be
B RMIBEEBEEZERTH TN available against which the temporary differences
R - Wz B TE A IR R KRG or tax losses can be utilised. Where the expectation
i REERREEEREBN is different from the original estimate, such
BEGTHBRRZETERIEBE differences will impact the recognition of deferred
ERBBEIH BUmE A% tax assets and tax charge in the periods in which
BEERN-—Z—WNFE+-_A=1+— such estimate is changed. In this regard, the Group
B iR IR AT 18 & EE 495,465,000 has recognised deferred tax assets of approximately
BT (ZF — =4 : 4,749,000/ HK$5,465,000 (2013: HK$4,749,000) as at 31
TT) e December 2014.

i) DIRRETELZ BN i) Withholding tax arising from the distribution of

R B TR 43R A s B A0 B )
HETREEAETHBRARD
IRH R B A TR (R1BAE R
MIED R PIBAR) - REER
5 HZEMBARNAELR
R & KA - RBARE
BRI R B -

dividends

The Group’s determination as to whether to accrue
for withholding tax arising from the distribution
of dividends from certain subsidiaries according
to the relevant tax law and regulations is subject
to judgement on the timing of the payment of
dividends. The Group considers that if the profits
of these subsidiaries will not be distributed in the
foreseeable future, then no withholding tax should

be provided.
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5. EXE

EXBERETEF EREEEE(TE
REERREMEERR)  YMHEME
ERBESIH - AEEREXRHHER 2K

I EEEEAUSENT -

5. TURNOVER

Turnover represents the sales value of goods supplied to
customers which excludes value-added and other sales

taxes, and is after deduction of any goods returns and trade

discounts. The amount of each significant category of revenue

recognised in turnover during the year is as follows:

—E-mEF —=—=
2014 2013
FHT FAT
HK$’'000 HK$' 000
wELEm Sales of rare earth products
(BERKER)HEHE (including fluorescent products) 842,628 1,090,092
it AL ZE Sales of refractory products
(RERABEEM (including high temperature ceramics
REW)HE products and magnesium grains) 341,158 398,190
1,183,786 1,488,282
6. Httlzm 6. OTHER REVENUE
—E-mF —T—=
2014 2013
FHT FAT
HK$’'000 HK$" 000
RIT I A B WA Interest income from bank deposits 6,098 11,309
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7. BRBAEE 7. LOSS BEFORE TAXATION
BREATE BB MR (GEA) TFI%E - Loss before taxation is arrived at after charging/(crediting):
—E-IF —F-=f
2014 2013
THER FHT
HK$'000 HK$' 000
a) HMBERA a) Finance costs
ARAFANEHEER Interest expenses on bank borrowings wholly
ZHRTEHRFEZH repayable within five years (note)
(Ff=E) 3,337 -
Mz : RBEZE-_ZT-—ME+_-_A=+—BI%F Note: During the year ended 31 December 2014, the Group obtained
B AEBEZERKENRBRR (R E34 bank borrowings of approximately HK$85,079,000 through
% 5&) 15 R 17 f& B 4985,079,000/% 7T ° acquisition of a subsidiary as disclosed in note 34. The bank
RITEEERFNEN T41%%6.9% 2 E borrowings carried fixed interest rates ranging from 4.1% to

I

ENERFS - AERFABHER - 6.9% per annum and were repaid in full during the year.
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7. BRBAIERE (B

7. LOSS BEFORE TAXATION (Continued)
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“E2-MmF =%
2014 2013
THERT FHET
HK$’'000 HK$' 000
b) EBIRA(EEFEMZFI b) Staff costs (including directors’
FEzEEM)' remuneration in note 9)"
5 hIE Salaries and wages 67,481 58,541
ROKAR TG BI 5K Retirement benefits scheme contributions
(B=E11) (note 11) 6,953 4,798
74,434 63,339
o HfitER ¢)  Other items
ZE R & Auditor’s remuneration 3,475 3,475
TFERA (Ki#F24()) " Cost of inventories (note 24(b))’ 1,297,045 1,705,842
ME - WEREE Depreciation of property, plant
ZIE and equipment!’ 80,688 69,188
ERN TR L1 Amortisation of prepaid lease payments
ik 3t on land under operating leases' 4,791 4,512
B EEHE Amortisation of intangible asset’ = 12,792
EMEEZREBE Impairment loss on intangible asset’ - 31,848
JEWER TR 2 R E B R Impairment loss on trade receivables 10,030 7,397
H i fE WK 2 R (B B 1R Impairment loss on other receivables 253 149
JE U BR R 2 R (B Reversal of impairment loss on trade
EiREm receivables (6,305) (7,115)
H A FE WK 2 R B Reversal of impairment loss on other
BiEED receivables (124) (850)
HEME  BE R& Net loss on disposals of property, plant
ZEEEE and equipment = 534
5 (W) /BEFE? Net exchange (gain)/loss? (16,177) 15,776
HEMELERES L Operating lease charges on rented premises’ 2,723 2,458




Annual Report 2014 F3§ 107 _

7. BH

8.

AIE B (%)
HE-_Z-MNE+-_A=+—HIEEH
B FERAREERE KA  TERE
SHE T A R LA EHL117,854,0007%
TL(=ZZT—=4 :128,574,000T) ' B
RENRERSENRIAA LB HEEZ
BENA o

ZERARGRRBERFT AR MRS (B
1B)FERA °

GEBRBRAZHTEH
a) HMABHERANZAEHRE:

8 15 ¥R = B 5t
NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

LOSS BEFORE TAXATION (Continued)

1

During the year ended 31 December 2014, cost of
inventories included approximately HK$117,854,000 (2013:
HK$128,574,000) relating to staff costs, depreciation and
amortisation expenses, and operating lease charges, which
amounts were also included in the respective total amounts
disclosed separately above for each of these types of expenses.

These items are included in other net gain/(loss) in the
consolidated statement of profit or loss.

INCOME TAX IN THE CONSOLIDATED STATEMENT
OF PROFIT OR LOSS

a)

Income tax in the consolidated statement of profit or loss

represents:

= Lk —F=F%
2014 2013
TERT TAEL
HK$'000 HK$' 000
AEWE-FELERBH  Current tax - PRC Enterprise Income Tax
A AR (M 5E30(a)) Provision for the year (note 30(a)) (1,878) (7,068)
NEEEREBEBRS/ Over/(under)-provision in prior years (note 30(a))
(&) (MzE30()) 308 (347)
(1,570) (7,415)
EEHE Deferred taxation
ERUZECZEER Origination and reversal of temporary
# [ (Fff 7£30(b)) differences (note 30(b)) (1,042) 18,164
Fris® (i) /& Income tax (charge)/credit (2,612) 10,749

ARARAREMBLRASFIRASHES
FEBRZESEMKL  RERSE
EAHEMKZBERZ R RRG B
AN ERFAEHR -

The Company and its subsidiaries incorporated in the
Cayman Islands and the British Virgin Islands, respectively,
are not subject to any income tax pursuant to the
rules and regulations of their respective countries of

incorporation.
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8. HEBBRAZMED (5
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8. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF PROFIT OR LOSS (Continued)

a)

(Continued)

No provision for Hong Kong Profits Tax is provided for
as the estimated assessable profits of the Group arising
in Hong Kong during the years ended 31 December
2014 and 2013 are wholly set off by tax losses brought

forward.

PRC Enterprise Income Tax is calculated at the statutory
income tax rate of 25% on the estimated assessable
profits of the Company’s subsidiaries established in the
PRC during the years ended 31 December 2014 and
2013.

Pursuant to the relevant tax laws and regulations in the
PRC, Yixing Xinwei Leeshing Rare Earth Company Limited
("Leeshing Rare Earth”) and Yixing Xinwei Leeshing
Refractory Materials Company Limited are classified as
foreign invested “New and High Technology Enterprises”

and are entitled to a preferential income tax rate of 15%.
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8. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF PROFIT OR LOSS (Continued)

Reconciliation between income tax (charge)/credit and

accounting loss at applicable tax rates is as follows:

—ET-NF —T—=
2014 2013
FHRT FAIT
HK$’000 HK$’ 000
BRELRIES B Loss before taxation (103,753) (380,455)
& 75 AT B 18 Notional tax on loss before taxation,
BEBBEEER calculated at the statutory tax rates
BRAEZEBERFTEZ applicable to the respective tax
HEDIA jurisdictions concerned 27,741 91,972
AR H 2 B8 Tax effect of non-deductible expenses (5,468) (2,511)
SRMERF(BE) Tax effect of share of profits/(losses) of
DETRBE joint ventures 646 (2,050)
BERBBAZ BB ZE Tax effect of non-taxable income 46,011 14,212
RAERREEBERZHEFE  Tax effect of tax losses not recognised (78,718) (93,191)
A LA RERTISEIRZ  Tax effect of utilisation of tax losses
M2 previously not recognised 6,891 2,093
NEFEEEB%Z,(TRE) Over/(under)-provision in prior years 308 (347)
RAEBIR S 2 BB AR Tax effect of tax exemptions granted to
BRI 2 subsidiaries established in the PRC (23) 571
Fre®t () % Income tax (charge)/credit (2,612) 10,749




0 Annual Report 2014 i

B 5 R % By 5E
NOTES TO THE FINANCIAL STATEMENTS

BE-F-MFE+=-A=+—ALFE For the year ended 31 December 2014

9. EEMe 9. DIRECTORS' REMUNERATION

a) WBEHESARIEH ($622F) i & a) Directors’ remuneration disclosed pursuant to section
NEBT8IRRSBIREE R ARG (532 78 of Schedule 11 to the new Hong Kong Companies
B)BI6MERBEOEEMLLT | Ordinance (Cap. 622), with reference to section 161 of
the predecessor Hong Kong Companies Ordinance (Cap.

32) are as follows:

—E-mEF —=—=
2014 2013
TERT FAT
HK$'000 HK$’ 000
HITES Executive directors

—%e  EZUREYET — Salaries, allowances and benefits-in-kind 3,621 2,679

BYEHITES Independent non-executive directors
—BEEES - Directors’ fees 194 192

3,815 2,871
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9. EEME (B 9. DIRECTORS' REMUNERATION (Continued)
by HE-_ZE-NER-_ZFE—=%+=-H b) Details of directors’ remuneration by individual director
=T HIEFE BARES =S for the years ended 31 December 2014 and 2013 are as
EEHEHAT follows:
E-mE ZF-c=F
2014 2013
-4 5ie 20
E2he RENEN HeaE £3(¢ RENEN eas
Salaries, Salaries,
Directors' allowances and Total Directors'  allowances and Total
fees benefits-in-kind  emoluments fees  benefits-in-kind emoluments
TEr TEr TEr i T AL
HK$" 000 HK$" 000 HK$" 000 HKS' 000 HK§' 000 HKS$' 000
#7E3 Executive directors
ERELE Mr. Jiang Quanlong - 1,430 1,430 - 1,430 1430
ErERT(HE) Ms. Qian Yuanying (note - 1,936 1,936 - 1,099 1,099
BrmEE Mr. Jiang Cainan - 255 255 - 150 150
BIFHTES Independent non-executive
directors
BEELE Mr. Huang Chunhua n - n n - n
SERE Mr. Jin Zhong 46 - 46 45 - 45
I8 5E Mr. Wang Guozhen 76 - 76 75 - 75
194 3,621 3815 192 2,679 2871
Mt BTRZETAARREBITHAS ° Note: Ms. Qian Yuanying is the chief executive of the Company.
BHE-_ZT--NEEK_ZE—=F+=A During the years ended 31 December 2014 and 2013,
=T—HIEFER  HEEEREASE no director received any emoluments from the Group as
WEERME - (EASEBMALRER an inducement to join or upon joining the Group or as
SN ARE B 2 S8 o BB mE - compensation for loss of office. No director has waived or
NEMEEE BEEEhEgEE agreed to waive any emoluments during both years.

RELAME
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BEFAL 10.
BE-—ZT-—M&E+-A=-+—RBILEE "
AEBRAERSHEALT HP=4(=F

—ZF WB)AKRDAEE  EMENK
HORE - HHRME (CE-ZF:Z8)%
BHEALZHE@ENT

10.

INDIVIDUALS WITH HIGHEST EMOLUMENTS
During the year ended 31 December 2014, out of the five

highest paid individuals in the Group, three (2013: two) are
directors of the Company whose emoluments are disclosed in
note 9. The aggregate of the emoluments in respect of the
remaining two (2013: three) highest paid individuals are as

follows:

—E-WmF —T=F

2014 2013

FTHExT FHT

HK$'000 HK$" 000

e ZUNEYET Salaries, allowances and benefits-in-kind 2,038 1,852
RIKAEFIET B 43X Retirement benefits scheme contributions 51 57
2,089 1,909

i
it

HAmE (ZE—=4F:
MENFRTIIEE :

—R)REHFALZ

The emoluments of the remaining two (2013: three) highest

paid individuals are within the following bands:

—F-mF —
2014 2013
A AH
Number of Number of
individuals individuals
Z —1,000,000/% 7T Nil —= HK$1,000,000 1 3
1,000,001/ 7T — 1,500,000/ 7t HK$1,000,001 — HK$ 1,500,000 1 -
2 3

HE_ZT—NERZFE—=F+=ZA=+—
HIEFE  AEBYERAUGEHTALTS
R ERHERIBN - {ERERENE ANA SR AN
A7 ER (B B 1) 3 P ol B B B 0 -

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 the
years ended 31 December 2014 and 2013.
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11.

12.

13.

EERKER

a0 B A B AR B R GBI R E - AN BIR R
Bk 2B AREAEEZEBRENERE
R RE B (—EAEHFRIKSFTE) #
B EREREEERTESMI5%—20% °
EERKENEFZIHEREHEKE
BEXN - ZEWBARKREFHZRIN - B
B NERRRE  THEEGERENRNA
2Ef - BE=—F—HmF+=-A=+—H1t
FE o RREE 4 EE 4 56,895,000 7T
(ZZ— =4 : 4,741,000/ 7T) ° Zt 24
HENES SRS o

\

RSN

=

AEEE _ZETETFE T _HA-HEESHR
HlERATEEE 8 (TREEE]) - %585
RERFEREE - AREFARERE
AFHE5%AATEHA - BE_FT—MF
T-A=t—HLFEE ARERBES
23X 458,000/ 7T (ZF — =4 : 57,000
AT  BEEMBEEEAKENEEDH
A UMBUZEXESLEER - L8

HHIZEERB -

FATERAEBEER

RARHEEAEBIEREBEESEERAA R
B 765 R 3% TN B B O B5 18149 4,629,0008 7T (=
T — =4 :13,431,00087T) °

i3]
ARNEFTRBENBE-F M+
AZT—BLEEZRE (CF-=F: ) -

11.

12.
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EMPLOYEE RETIREMENT BENEFITS

As stipulated by the relevant rules and regulations in the PRC,
the Company’s subsidiaries established in the PRC are required
to contribute to a state-sponsored retirement plan, which is a
defined contribution pension scheme, for all of their employees
based on 15% to 20% of the employee’s basic salary. The
state-sponsored retirement plan is responsible for the entire
pension obligations payable to retired employees and these
subsidiaries have no further obligations for the actual pension
payments or other post-retirement benefits beyond the annual
contributions. For the year ended 31 December 2014, the
retirement plan contributions amounted to approximately
HK$6,895,000 (2013: HK$4,741,000). Contributions to the
plan vest immediately.

The Group has participated in Mandatory Provident Fund
Scheme (“MPF Scheme”),
pension scheme, since 1 December 2000. The Group makes

which is a defined contribution

monthly contributions to the scheme based on 5% of the
employees’ basic salaries. For the year ended 31 December
2014, the Group’s contributions to the MPF Scheme were
approximately HK$58,000 (2013: HK$57,000). The assets of
the fund are held separately from the Group and are managed
by independent professional fund managers. Contributions to

the scheme vest progressively.

LOSS ATTRIBUTABLE TO OWNERS OF THE
COMPANY

The consolidated loss attributable to owners of the Company
includes a loss of approximately HK$4,629,000 (2013:
HK$13,431,000) which has been dealt with in the financial

statements of the Company.

DIVIDEND

The directors of the Company do not recommend the payment
of a dividend for the year ended 31 December 2014 (2013:
Nil).
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14.

15.

LOSS PER SHARE

Basic loss per share

The calculation of basic loss per share is based on the loss
attributable to owners of the Company of approximately
HK$97,191,000 (2013: HK$354,650,000) and the weighted
average number of 1,672,643,000 (2013: 1,672,643,000)
ordinary shares in issue during the year ended 31 December
2014.

Diluted loss per share

Diluted loss per share equals to the basic loss per share as the
Company has no dilutive potential ordinary shares outstanding
during the years ended 31 December 2014 and 2013.

SEGMENT REPORTING

The Group manages its businesses by divisions, which
are organised by business lines. On adoption of HKFRS 8,
Operating Segments, and in a manner consistent with the
way in which information is reported internally to the Chief
Executive Officer, who has been identified as the Group’s
chief operating decision maker ("CODM"), for the purposes of
resource allocation and performance assessment, the Group

has presented two reportable segments as follows:

Rare earth: Manufacture and sales of rare earth products
(including fluorescent products)
Refractory: Manufacture and sales of refractory products

(including high temperature ceramics products

and magnesium grains)
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15. SEGMENT REPORTING (Continued)

a)

Segment results, assets and liabilities
The Group’s CODM monitors the results, assets and
liabilities attributable to each reportable segment on the

following bases:

Segment assets include all tangible and intangible
assets, and current assets with the exception of deferred
tax assets, tax recoverable, unallocated cash and cash
equivalents, and other corporate assets which are
unallocated to an individual reportable segment. Segment
liabilities include trade payables, accruals and other
payables attributable to the manufacturing and sales

activities of the individual segments.

Revenue and expenses are allocated to the reportable
segments with reference to sales generated 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.

The measure used for reporting segment profit/(loss) is
“adjusted profit before interest and taxes” (“Adjusted
EBIT”). To arrive at the Adjusted EBIT, the Group’s profits/
losses are further adjusted for items not specifically
attributed to an individual reportable segment, such as
interest income, interest expense and other unallocated

corporate expenses.

In addition to the receiving of segment information
concerning the Adjusted EBIT, the CODM is provided
with segment information concerning revenue (including
inter-segment sales), interest income and expense from
cash balances and borrowings managed directly by the
segments, depreciation, amortisation, impairment losses,
gain on disposal and acquisition of equity interests, share
of results of joint ventures 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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5. D ERE|E (4) 15. SEGMENT REPORTING (Continued)
a) HEBE -BEREEHE) a) Segment results, assets and liabilities (Continued)
ﬁﬂq MIBE T EFELERRARME Information regarding the Group's reportable segments
PEBRRAGEAHRBZAZEZ as provided to the CODM for the purposes of resource
O BEREFNMT ¢ allocation and assessment of segment performance for
the year is as follows:

Bt fit X @it

Rare earth Refractory Total
Z3-mE  “I--f  ZE-@E “R--F ZB-ME CT-=F
2014 2013 2014 2013 2014 2013

TEn TR Tin TRL TiEn TR
HK$' 000 HK$" 000 HK$' 000 HK$'000 HKS' 000 HK$'000

REFNEP 2Mis Revenue from external customers 842,628 1,090,002 341,158 398190 1,183,786 1488282
Ak Inter-segment revenue 4 17 - - 4 17
X Reportable segment revenue 842,672 1,090,109 341,158 398,190 1,183,830 1,488,299
SEA D (B8) /&7 Reportable seqment (loss)/profit
(I RZEBIT) (Adjusted EBIT) (121,505) (404,561) 28,353 25415 (93,152) (379,146)
FEHA Interest income 2,801 2,030 3,296 2,927 6,097 4,957
BHRA Finance costs (3.337) - = = (3337) =
UERTE Depreciation of property,
Z?ﬁ% plant and equipment (38,166) (23,301) (42,514) (45,880) (80,680) (69,181)
BERNTRALH Amortisation of prepaid lease payments
s on land under operating leases 2.21) (1,987) (2,570) (2,529) (4,791) (¢512)
BYEECRH Amortisation of intangible asset - (12,792) = - - (12,792)
EREEZREFR Impairment loss on intangible asset = (31,848) = - = (31,848)
WSR2 REEE Impairment loss on trade receivables (3,154) (2,325) (6,876) (5,072) (10,030) (7,397)
AfEN RERE Impairment loss on other receivables (18) (18) (235) (131) (253) (149)
EUES 2 RERSE Reversal of impairment loss on trade
&m receivables 17 261 6,133 6,854 6,305 7115
EfoEls 2R EER Reversal of impairment loss on
&A other receivables 86 686 38 164 124 850
HEASLEERZNE  Gainon disposal of interest in a
joint venture - - 11,974 - 11,974 -
REEHEALOEEE  Gainon deemed disposal of interest in a
pdii joint venture 2,750 - - - 2,750 -
#ERENEAT Gain on bargain purchase of interest
a2 s in a subsidiary 24,205 - - - 24,205 =
HERBAR E Gain on disposal of a subsidiary 76,961 - - - 76,961 -
ﬁ%%¥ BERERE Net (loss)/gain on disposals of property,
BiE)/hi3E plant and equipment - (632) = 9 = (534)
Mﬁ@%mﬂ/ (B8 Share of profits/(losses) of joint ventures
LB (2317) (6,711) 4,960 (1,489) 2,583 (8,200)
ZENHEE Reportable segment assets 1849311 1884812 1978493 2055252 3,827,804 3,940,064
(BERASLEZIES)  (including interests in joint ventures) = 47,582 - 57,505 - 105,087
REXRDADEE - Additions o non-current segment assets:
S ER T — Property, plant and equipment 46,271 140,169 23,831 8,029 70,102 148,198

ZRAHER Reportable segment liabilities 652,391 599,463 174,624 174,04 827,015 773,667




Annual Report 2014 F3§ 117 _

15. &
b)

8 15 ¥R = B 5t
NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

DEBERE (48) 15. SEGMENT REPORTING (Continued)
EF/H B E  RBFINEGE - EERE b) Reconciliations of reportable segment revenue,
&2 # iR profit or loss, assets and liabilities
—E-EF —T—=
2014 2013
FHET FAET
HK$’ 000 HK$' 000
g = Revenue
E®/H B Reportable segment revenue 1,183,830 1,488,299
88 5 5P A U 2 Elimination of inter-segment revenue (44) (17)
IREEEE Consolidated turnover 1,183,786 1,488,282
Ak g5 8 Profit or loss
ERDEEE Reportable segment loss (93,152) (379,146)
W 85 o0 26 [ A B 1B Elimination of inter-segment profit or loss = =
REHINE P Reportable segment loss derived from
ZE2EHyEEE external customers (93,152) (379,146)
Ho A 1 Other revenue 6,098 11,309
B 75 B AR Finance costs (3,337) =
RKOBREREZ Unallocated corporate expenses (13,362) (12,618)
REBRTBIAIEE Consolidated loss before taxation (103,753) (380,455)
FTe®i () /% Income tax (charge)/credit (2,612) 10,749
mERBIEEE Consolidated loss after taxation (106,365) (369,706)
BE Assets
2RHOMBEE Reportable segment assets 3,827,804 3,940,064
Hi 8 > 20 [ FE W 3R IE Elimination of inter-segment receivables (642,897) (648,051)
3,184,907 3,292,013
AAWREE KRS EEEE  Unallocated cash and cash equivalents 7,560 7,484
RAOMEEEE Unallocated corporate assets 18,222 10,573
EEFIAE E Deferred tax assets 5,465 4,749
CIEqEE Tax recoverable 3,010 2,774
REEERE Consolidated total assets 3,219,164 3,317,593
afE Liabilities
EWmHIEE Reportable segment liabilities 827,015 773,667
J 85 5 20 [ R A 3R Elimination of inter-segment payables (642,897) (648,051)
184,118 125,616
RO EEEE Unallocated corporate liabilities 4,744 5,243
ELEHIBAEE Deferred tax liabilities 5,982 6,401
JE 3718 Tax payable 2,976 4,938
e BERE Consolidated total liabilities 197,820 142,198
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15. 2 &S (@)

(9]

EE R
() FKELHIESZ Yz

15. SEGMENT REPORTING (Continued)
¢) Geographical information

(i)

TR ABAEERELHINE
FzWammEmRNER - &P
FrEst @R iR AR R E w8

HEE D

Revenues from external customers

The following table sets out information about the

geographical location of the Group’s revenues from

external customers. The geographical location of

customers is based on the location at which the

services were provided or the goods delivered.

—F-mF —E-=%

2014 2013

FTET FHBTT

HK$’ 000 HK$' 000

R (G eh) The PRC (place of domicile) 888,541 1,193,186
=P Japan 107,237 116,030
BN Europe 67,037 136,295
e The United States of America 61,504 34,338
E Others 59,467 8,433
295,245 295,096

1,183,786 1,488,282
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15. SEGMENT REPORTING (Continued)

)

d)

Geographical information (Continued)

(i)

Specified non-current assets

The Group's specified non-current assets comprise
property, plant and equipment, prepaid lease
payments on land under operating leases, other
non-current asset, intangible asset, goodwill and

interests in joint ventures.

The geographical location of these specified non-
current assets is based on (i) the physical location
of the assets, in the case of property, plant and
equipment, prepaid lease payments on land under
operating leases, and other non-current asset,
(ii) the location of the operation to which they
are allocated, in the case of intangible asset and
goodwill, and (iii) the location of operation, in the
case of interests in joint ventures. All these specified
non-current assets are all located in the PRC as at
31 December 2014 and 2013.

Information about major customer

The Group's customer base is diversified and includes

only one (2013: one) customer in rare earth segment with

whom sales amounted to approximately HK$236,171,000
(2013: HK$180,030,000) for the year ended 31 December

2014 that amounted to 10% or more of the Group's

turnover.
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16. & 16. GOODWILL
KEE The Group
FH&T
HK$’ 000
5% Cost
R—_E—=F—A—H At 1 January 2013 239,347
EHER Exchange differences 3,217
RZFE—=F+=ZA=+—8K At 31 December 2013 and 1 January 2014
—E-—mFE—-A—H 242,564
o E T A AR AR LETERR (P E35) Derecognised on disposal of a subsidiary (note 35) (22,310)
EHE=R Exchange differences (431)
RZE—NMFE+=A=+—8H At 31 December 2014 219,823
ZEHEE Accumulated impairment
R—ZE—=F—HA—H At 1 January 2013 239,347
EHEZR Exchange differences 3,217
RZE—=%+-_A=+—HEK At 31 December 2013 and 1 January 2014
—E-mE—H—H 242,564
BN B A R R 8 (M RE35) Eliminated on disposal of a subsidiary (note 35) (22,310)
EHER Exchange differences (431)
RZZE-—NME+=_A=+—H At 31 December 2014 219,823
ERE{E Carrying amount
RZE—NMER_T—=F At 31 December 2014 and 2013

+=—A=+—H~ =
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16. B8 (&) 16. GOODWILL (Continued)
AEBE(E) The Group (Continued)
R-ZE—mME+-—A=+—8 - WETHMH As at 31 December 2014, the goodwill arising from the
B A A] Z100% A% BT 2= A 2 7 2 45 W BB X acquisition of 100% equity interests in the following
BB AEERUEE B BT R & E subsidiaries represented the excess of the cost of acquisition
FaEZ AT ERRD A : over the Group's interest in the fair value of the identifiable

assets and liabilities acquired at the date of acquisition:

B A B & B W iE B R FTEXK

Name of subsidiary Date of acquisition Segment Principal activities

BHEHHRAEE —ZTTmE it X 53 2B SLENHERAMEEEm
BERAR([=ABE]) —A=+hAR

Wuxi Xinwei High 29 January 2004 Refractory segment Manufacturing and sales
Temperature Ceramics of high temperature
Co., Ltd. (“High ceramics products

Temperature Ceramics”)

B S “EERF 5 5 RERHERDER
BRAR ([#EEE]) +t=-A=+=8

Haicheng City Suhai 23 December 2005 Refractory segment Manufacturing and sales
Magnesium Ore Co., Ltd. of magnesium products

(“Suhai Magnesium”)

WS RREREGSEEZ RENELE 2D The goodwill arising from the acquisition of equity interests in
ZERUEFEZERME - High Temperature Ceramics and Suhai Magnesium was fully

impaired in previous years.

WEMTSRam ARt ERAR ([F8 The goodwill arising from acquisition of 100% equity interest
M) 2100%MAERETEL 2 2 (BRI in Heping County Dongye Rare Earth Company Limited
AEERHRE) ERBEE_S—NF+= ("Dongye Rare Earth”), which was fully impaired in previous
A=+ —BIEEFEHERRH L 2100%0 years, was eliminated upon disposal of 100% equity interest in
FERFHESH o M EFBNRMIFE35HE - Dongye Rare Earth during the year ended 31 December 2014.

Details of the disposal are disclosed in note 35.
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17. W% BERRE

17.

PROPERTY, PLANT AND EQUIPMENT
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a) A&KE a) The Group
b4 BLERR
BREF  HKEREK k%8 RE ERIR 3
Buildings ~ Machinery Office
held for and  equipment Motor ~ Construction-
ownuse  equipment  and fixtures vehicles  in-progress Total
Tin AL ThL TEn TiL TEn
HK$" 000 HKS' 000 HK$'000 HKS$' 000 HK$' 000 HK$' 000
RAGREE Cost or valuation
R=E-=%-f-H At 1 January 2013 188,854 739,960 8,946 14,332 11,100 963,192
AE Additions 231 8,269 45 7830 131,826 148,201
BERIREA Transfer from construction-in-
progress - 109,284 - - (109,284) -
RE Disposals - (14,278) - (8,577) - (22,855)
REEHH Elimination of accumulated
depreciation (19,074) - - - - (19,074)
EiZR Exchange differences 5913 24,769 268 437 700 32,087
RZE-=FF-F=1-H  At31 December 2013
R=%-B%-A-A and 1 January 2014 175,924 868,004 9,259 14,022 34,342 1,101,551
AE Additions 851 14,635 202 4,240 50,196 70,124
HERIEREA Transfer from construction-in-
progress 3173 61411 - - (64,584) -
EAUERBEAIMES Acquired through acquisition of
(PizE34) a subsidiary (note 34) 107,707 45,695 864 1,022 203 155,491
RE Disposals - (11,075) - - - (11,075)
it EME A AR R Derecognised on disposal of a
(Bi&E35) subsidiary (note 35) (9,183) (3,256) (259) (873) - (13571)
ZiHERH Elimination of accumulated
depreciation (23,813) - - - - (23,813)
EiZZ Exchange differences (828) (3,169) (33) (59) (94) (4,183)
RZE-MEF-A=+-H  At31 December 2014 253,831 972,245 10,033 18,352 20,063 1,274,524
B Comprising:
R=E-MEF-B=1-H  At31 December 2014
RIA At cost - 972,45 10,033 18,352 20,063 1,020,693
f&fif At valuation 253,831 - - - - 253,831
253,831 972,245 10,033 18,352 20,063 1,274,524
RZB-ZF+-B=1-H  At31December 2013
RIRA At cost - 868,004 9,259 14022 3434 925,627
&l At valuation 175,924 - - - - 175,924
175,924 868,004 9,259 14,022 34,342 1,101,551
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17. ¥ - BERSZEE) 17. PROPERTY, PLANT AND EQUIPMENT (Continued)
a) AKE (&) a) The Group (Continued)
13 HAZRME
RREF HERRA R%E ot ERIE aE
Buildings ~ Machinery Office
held for and  equipment Motor  Construction-
ownuse  equipment  and fixtures vehicles  in-progress Total

ThET TEL TAL TAT THL TAT
HK$" 000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000

A HERAE Accumulated depreciation

and impairment

R-E-Z£-8-A At 1 January 2013 - 542,977 8,083 6,721 - 557,781
RERGR Charge for the year 18,780 47,526 258 2,624 - 69,188
RERN Written back on disposals - (14.278) - (1,130) - (15,408)
BfhRH Elimination on revaluation (19,074) - - = = (19,074)
EiZZ Exchange differences 294 17,509 26 234 - 18,283

RZE—=FF+-A=1—H At 31 December 2013

R=E-EE-F-A and 1 January 2014 = 593,734 8,587 8449 = 610,770
REEHR Charge for the year 24,48 53,058 577 2571 - 80,688
REEM Written back on disposals = (11,075) = = = (11,075)
HERBARREH Eliminated on disposal of

(Ri7E35) a subsidiary (note 35) (627) (2,25) (194) (873) - (3,946)
SiAHH Elimination on revaluation (23813) - = = = (23813)
EizZ Exchange differences (42) (2,108) (30) (36) - (2,216)
RZE-MEF-A=1—H At 31 December 2014 - 631,357 8,940 10,111 - 650,408

BEE Carrying amount
RZE-MEF-A=F-H  At31 December 2014 253,831 340,888 1,093 8,241 20,063 624,116

RZE-ZEFZA=F—H  At31 December 2013 175,924 214,210 672 5573 34,342 490,781
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17. Y% - BERRE (&) 17. PROPERTY, PLANT AND EQUIPMENT (Continued)

The Group (Continued)

a) A&KE(E) a)

Bt

RZZE—NOER-_T—=F+=A8
=+—H8 BEEREFINRTE
BEFRABLOFE 2L -

R-ZE—WE+=-_HA=+—B =&
& B BR A {E 923,195,000/ T (=&
— =% :24,985,000/87T) 2 & TIEF
MARBEXNEFTHRBEE  BHE
FREXGIAFBEEREFAR - AR
RIZEERE  ZEEFRREAESR
¥RV T SHEERENERARLEE
BZEREE BARNEEEZF%E
BFHEEZ LHERS 2 ABHEE
KB o B R ERIE 54 i 1 BR X 2 #
SRR

Note:

As at 31 December 2014 and 2013, the buildings held for
own use are situated on lands held under medium-term
leases in the PRC.

As at 31 December 2014, the Group has not obtained
the formal building ownership certificates for certain
of its buildings with carrying amount of approximately
HK$23,195,000 (2013: HK$24,985,000) which were
included in buildings held for own use above. In the
opinion of the directors of the Company, the absence of
formal ownership titles to these buildings do not impair
their carrying amount at the end of the reporting period
as the Group has paid substantially the full purchase
consideration of land interests where these buildings are
erected. The probability of being evicted on the ground of
an absence of formal title is considered remote.

b) ARH b) The Company
MAEREREE
Office
equipment
and fixtures
FHAT
HK$'000
2% Cost
R=—ZE—=%—H—H At 1 January 2013 380
RE Additions 2
RZZ—=F+=-A=+—H At 31 December 2013
k=ZFE—mE—HF—H and 1 January 2014 382
NE Additions 22
A\_ZE—WE+-H=+—H At 31 December 2014 404
2 E Accumulated depreciation
R=F—=%F—H—H At 1 January 2013 361
REFFE TR Charge for the year 7
RZE—=%+=-A=+—H At 31 December 2013
k=—ZT-—NmHE—-—HR—H and 1 January 2014 368
KREEETIR Charge for the year 8
RZZE—WFE+=-_A=+—H At 31 December 2014 376
IREE Carrying amount
RIE—WE+-"A=+—H At 31 December 2014 28
RZZ—=F+=-HA=+—H At 31 December 2013 14
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17. PROPERTY, PLANT AND EQUIPMENT (Continued)

<)

Fair value measurement of the Group’s properties
i) Fair value hierarchy

The following table presents the fair value of the
Group's buildings held for own use measured at the
end of the reporting period on a recurring basis,
categorised into the three-level fair value hierarchy
as defined in HKFRS 13, Fair Value Measurement.
The level into which a fair value measurement
is classified is determined with reference to the
observability and significance of the inputs used in
the valuation technique as follows:

e Level 1 valuations: Fair value measured using
only Level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or
liabilities at the measurement date

o Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available

o Level 3 valuations: Fair value measured using
significant unobservable inputs

bS] —E—mE
The Group 2014
ATENBLEAR
Fair value measurement categorised into
AV E E-® et F=R
Fair value Level 1 Level 2 Level 3
TER TER TER TER
HK$’ 000 HK$’000 HK$’000 HK$’ 000
A=A FEFE  Recurring fair value measurement
BIEBAZET  Buildings held for own use 253,831 - - 253,831
FEE —m_=g
The Group 2013
AVEFEDER
Fair value measurement categorised into
AFHE EF—R EH E=H
Fair value Level 1 Level 2 Level 3
BT TAT THET THET
HK$’ 000 HK$' 000 HK$' 000 HK$' 000
BEMAFESFE  Recurring fair value measurement
BEBRZEF  Buildings held for own use 175,924 = - 175,924
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PROPERTY, PLANT AND EQUIPMENT (Continued)

)

Fair value measurement of the Group’s properties

(Continued)

i)

ii)

Fair value hierarchy (Continued)

During the years ended 31 December 2014 and
2013, there were no transfers between Level 1
and Level 2, or transfers into or out of Level 3. The
Group’s policy is to recognise transfers between
levels of fair value hierarchy as at the end of the
reporting period in which they occur.

All of the Group's buildings held for own use
were revalued as at 31 December 2014 and
2013. The valuations were carried out by Vigers &
Appraisal Consulting Limited, independent qualified
professional valuers not connected with the Group.
The Group’s management have discussion with the
valuers on the valuation assumptions and valuation
results when the valuations are performed at the
end of the reporting period.

Information about Level 3 fair value measurements

The fair value of the Group's buildings held for own
use is determined using depreciated replacement
cost approach by taking into consideration of the
current cost of replacement or reproduction of the
property less deductions for physical deterioration
and all relevant forms of obsolescence and
optimisation based on significant unobservable
inputs including cost of construction (cost per
square meter to completion estimated based on
the gross floor area using market comparable data
and taking into account of the construction type
and size of property and its facilities as at the end
of the reporting period) and estimated depreciation
(deducting all sources of depreciation by straight-
line method over the useful life, including physical
deterioration and functional and economic
obsolescence and adjusting by the actual physical
condition of the property). There were no changes
to the valuation techniques during the years ended
31 December 2014 and 2013.

As at 31 December 2014, had the buildings held
for own use been carried at cost less accumulated
depreciation and impairment, the carrying amount
would have been approximately HK$248,845,000
(2013: HK$140,170,000).

Surplus on revaluation and exchange adjustment of
buildings held for own use are recognised in other
comprehensive income in “buildings revaluation
reserve” and “translation reserve”, respectively.
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18. KREMAANTHESLHAS 18. PREPAID LEASE PAYMENTS ON LAND UNDER
OPERATING LEASES
rEE
The Group
—E-lEF —T—=F
2014 2013
THERT FET
HK$’ 000 HK$'000
R—A—RBZEHEE Carrying amount at 1 January 188,431 187,157
NG S 5 (M) Amortisation for the year (note) (4,791) (4,512)
iR EEN B R R &S Acquired through acquisition of
(Ffi5E34) a subsidiary (note 34) 11,048 =
o S BB A AR AR LETERR Derecognised on disposal of a subsidiary
(B &F35) (note 35) (6,635) -
EHER Exchange differences (677) 5,786
R+ZA=+—BZKEE  Carrying amount at 31 December 187,376 188,431
RABZHE T Leasehold land in the PRC:
H AR 4 Medium-term leases 187,376 188,431
BEMmE BN MIEL 22T - Analysed for reporting purposes as:
B & E Current asset 4,651 4,587
FRBEE Non-current asset 182,725 183,844
187,376 188,431
iz : BEZF—NF+_A=+—HLF Note: The amortisation charges of approximately HK$983,000
B2 M 84 3% 1 49983,000/8 T (=B (2013: HK$755,000) and HK$3,808,000 (2013:
— =4 : 755,000 7T) %3,808,000
L (ZT— =4 : 3757,000% 70) HK$3,757,000) for the year ended 31 December
DR AGEERRPIEERARE 2014 are included in cost of sales and administrative
BEAR - expenses, respectively, in the consolidated statement of

profit or loss.
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19.

RZE-—WOE+=-A=+—H

R=F—=%F+=—A=+—H

BREE 19. INTANGIBLE ASSET
rEE The Group
FireBERZ
B i B AR
Technical
know-how
for rare earth
metal products
THER
HK$’000
A Cost
R=F—=%—HF—H At 1 January 2013 125,982
EHER Exchange differences 3,942
R=ZFE—=%+=FA=+—H At 31 December 2013 and 1 January 2014
RZE—-—HFE—-HA—H 129,924
o 5 B B A R B AR LE R R (BT RE35) Derecognised on disposal of a subsidiary (note 35) (129,087)
EHZE=R Exchange differences (837)
RZZT—NFE+=-A=+—H At 31 December 2014 =
AT B RRE Accumulated amortisation and impairment
R=ZE—=F—HF—H At 1 January 2013 82,019
N4 2 5 Amortisation for the year 12,792
ERAMEER Impairment loss recognised 31,848
EHER Exchange differences 3,265
RZFBE—=F+=-R=+—H At 31 December 2013 and 1 January 2014
k-—Z—mE—-H—H 129,924
S KB A R R 8E (BT RE35) Eliminated on disposal of a subsidiary (note 35) (129,087)
EHERE Exchange differences (837)
RZE—NE+=-A=+—H At 31 December 2014 -
IREE Carrying amount

At 31 December 2014 =

At 31 December 2013 -
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INTANGIBLE ASSET (Continued)
The Group (Continued)

The technical know-how related to the technology on
manufacturing of rare earth products in metal form and was
acquired by the Group as part of the business combination of
Dongye Rare Earth during the year ended 31 December 2008.
Dongye Rare Earth was disposed of by the Group during the
year ended 31 December 2014. Details of the disposal are

disclosed in note 35.

The amortisation charge of approximately HK$12,792,000
(2014: Nil) for the year ended 31 December 2013 was included

in cost of sales in the consolidated statement of profit or loss.

As at 31 December 2013, the Group performed an impairment
review for the CGU of rare earth metal products with
reference to the valuation carried out by Vigers Appraisal &
Consulting Limited, independent qualified professional valuers
not connected with the Group. The recoverable amount of
the CGU of rare earth metal products was determined based
on value in use calculations. These calculations used cash
flow projections based on financial budgets approved by
management covering a five-year period, which was based on
the average business and operation life over the CGU of rare
earth metal products. Cash flows beyond the five-year period
were extrapolated using the estimated rates stated below. The
growth rates did not exceed the respective long-term average
growth rates for the business in which the CGU of rare earth

metal products operated.

Key assumptions used for value in use calculations:

BEEHE
PR
R

Discount rate

Budgeted gross margin

Average growth rate

15% - 17%
5% - 12%
22%
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EREE (&) 19. INTANGIBLE ASSET (Continued)
AEE(E) The Group (Continued)
ERERBREREREMSER 2 AHE Management determined the budgeted gross margin and
FEEEEFNRRFHERR - ZIWHEAF the average growth rate based on past performance and its
AR - 0 R BRARRE 2 3B 2 R E R o expectation for market development. This discount rate used
was pre-tax rate and reflected specific risks relating to the
relevant segment.
R-ZT—=F+-A=+—H  BEFEHE As at 31 December 2013, the recoverable amount of the CGU
BitE HLtEeEERZBREBESENZA of rare earth metal products was lower than the carrying
WESBEENEERETE - Bt REE=Z amount based on value in use calculations. Accordingly,
—=F+-A=+-—BHUEFEZBZEER impairment loss of approximately HK$31,848,000 was
AR 1E#4731,848,0008 7T © MARRIEALR recognised in profit or loss for the year ended 31 December
SAGEBRRCEM (W) EiaFEE 2013 and the amount was included in other net (gain)/loss in
NeBHARABLTRILD B ETEBZEEREM the consolidated statement of profit or loss. The rare earth
B REAFERIeBzHERNR I8 oxides were the key raw materials of rare earth metals and
2 2FEEBEFAREERTH TS K2 B the sales of rare earth metals faced with gross loss during that
KEZRZEBSKEEERERLIEEZ year due to (i) accumulated price rises of rare earth metals
ERBLMEEEE - lagged behind that of rare earth oxides and (ii) low demand of
rare earth metals caused by slow recovery of global economic
recession.
RWBRRAZRE 20. INVESTMENTS IN SUBSIDIARIES
NN
The Company
—E-ImE =
2014 2013
THERT FHET
HK$’'000 HK$'000
SEEMMRMAEHE  #AZA{E  Unlisted shares or capital contributions, at cost 151,707 151,707
NANREERAE —MER-—FT—= In the opinion of the directors of the Company, no impairment
#4+—-A :—f——EIilE?%%EEa’uTxﬁW%/AETZ loss on investments in subsidiaries should be recognised as at

VR EEE o 31 December 2014 and 2013.
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20. AMIB AR ZKRE (&)
R-T-—mME+=-A=+—8 " £RFIKE

20. INVESTMENTS IN SUBSIDIARIES (Continued)
As at 31 December 2014, the details of the Company’s

NAIZFHBWOT - subsidiaries are as follows:
FrERREL A
Proportion of ownership interest
HRRYL/ Y BEREMR A58 ARR -EKR
i PER ZHEREH EERY Riewfe  ERER KE LAKE ZERH
Place and date Particulars of Group Held Held
of incorporation/ Place of issued and effective by the bya
Name of subsidiary establishment business paid up capital interest ~ Company subsidiary ~ Principal activities
ARERAR AT EBRAEE ft(d) WRERAE 100% 100% - REBR
“AANETZAZR A3l
Lee Shing Holdings Limited British Virgin Note (d) 20 ordinary shares 100% 100% - Investment holding
Islands of US§1 each
3 December 1998
ENMEREA (LB ERAR hEl Gkl AR 100% 100% - B5htatn
(K@) “EERE-A-1ER 200,000% 70
Wellfire (Shanghai) Company The PRC The PRC Registered capital 100% 100% - Trading of rare earth oxide
Limited (note (a)) 24 February 2000 1US§200,000 products
Dynamic Goal Worldwide Inc. RERAHE HE() WERER 100% - 100% &ELR
“EEEERACT-A 1ZTEBR
Dynamic Goal Worldwide Inc. British Virgin Note (d) 2 ordinary shares 100% - 100%  Investment holding
Islands of US$1 each
31 May 2000
EENRARRLERAA i lEi AMER 95% - 9% HEREE
(b)) “AAZELAtER 15,660,000% 70 BLELNER
Yixing Xinwei Leeshing Rare Earth The PRC The PRC Registered capital 95% - 95%  Manufacturing and sales of
Company Limited (note (b)) 17 July 1993 US$15,660,000 rare earth oxide products
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20. AMBARIZRE (&) 20. INVESTMENTS IN SUBSIDIARIES (Continued)
frERRE LA
Proportion of ownership interest
AL/ R BRREME A5E KRR -ENE
il PEER ZHEREH EENE Razdt  ERER KR LAKE IEXB
Place and date Particulars of Group Held Held
of incorporation/ Place of issued and effective by the bya
Name of subsidiary establishment business paid up capital interest ~ Company subsidiary Principal activities
ERFHARHAMHERAD ik hE AMER 100% - 100% HERHE
(Hfi(a)) “AANELRZTA 17,000,000% 7T HAER
Yixing Xinwei Leeshing Refractory The PRC The PRC Registered capital 100% - 100%  Manufacturing and sales of
Materials Co., Ltd. (note (3)) 30 July 1999 US$17,000,000 refractory products
ERMHEITHERAT e h EMER 100% - 100% EEXK
GED) it Sk gl 8,520,000%TC
Wuxi Xinwei Fluorescent The PRC The PRC Registered capital 100% - 100%  Dormant
Materials Co., Ltd. (note (a)) 20 December 2001 1S$8,520,000
MHERARAA B B EEm 100% - 100% BARrELH
—hANETA-T=R 187
Microtech Resources Limited Hong Kong Hong Kong Ordinary shares 100% - 100%  Trading of rare earth oxide
23 October 1998 HK$2 products
hEBLEHERAH B B £k 100% - 100% EEER
it ey Y BT
China Rare Earth Trading Limited Hong Kong Hong Kong Ordinary shares 100% - 100%  Dormant
24 March 2000 HKS2
ERNHRRREERAT h hE AMER 100% - 100% BHERHE
(Hf3t(a) -ET-ENA-A 30,000,000 7C REREER
Wauxi Xinwei High Temperature The PRC The PRC Registered capital 100% - 100%  Manufacturing and sales of
Ceramics Co., Ltd. (note (3)) 1 April 2002 HK$30,000,000 high temperature
ceramics products
EmHEERERAT h hE AMER 100% - 100% BHERHE
(HriE() ZRECEMAS LA ARH25,000,0007 YER
Haicheng City Suhai Magnesium The PRC The PRC Registered capital 100% - 100%  Manufacturing and sales of
Ore Co., Ltd. (note (¢)) 27 April 2002 RMB25,000,000 magnesium products
ERAREFEBIHERAR GilET G EMER 100% - 100% HERHE
(Kf&(a)) —ERAFAA=TEA 3,000,000%7C HAREER
Yixing Wellfire Nonmetal Materials The PRC The PRC Registered capital 100% - 100%  Manufacturing and sales of
Co., Ltd. (note (a)) 27 September 2006 1S§3,000,000 refractory related products
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20. AMBARIZRE (&) 20. INVESTMENTS IN SUBSIDIARIES (Continued)
FrEREERLA
Proportion of ownership interest
ST/ KL BRTREAR AEE KRR -EWE
il RS ZHHRAH EERE Bazwf  ERES K& DARE IEXE
Place and date Particulars of Group Held Held
of incorporation/ Place of issued and effective by the bya
Name of subsidiary establishment business paid up capital interest ~ Company subsidiary  Principal activities
BHAANKFERERAT i ilei AR 100% - 100% REREE
(HtiEG) ZRERFAAZTIR 3,500,000£ 7 FVER
Hai Cheng Xinwei Leeshing The PRC The PRC Registered capital 100% - 100%  Manufacturing and sales of
Magnesium Resources Co., Ltd. 28 September 2006 U5$3,500,000 magnesium products
(note ()
ERGXAITHERAR hEl h iMER 100% - 100% RERHE
GED) “Z-3%RA-tA 14,500,008 70 RAEM
Yixing Silver Mile Fluorescent The PRC The PRC Registered capital 100% - 100%  Manufacturing and sales of
Materials Co., Ltd. (Note (a)) 20 May 2010 Euro14,500,000 fluorescent products
REARERAR B fif(d) 3l 100% - 100% RERR
ZEEN\F-A-1=H 18T
Silver Mile Holdings Limited Hong Kong Note (d) Ordinary share 100% - 100%  Investment holding
23 January 2008 HK$1
HARRRARRERAA hE hi AMER 100% - 100% EHHrELs
GER) Z2-BFt-AItRE 200,000,000 ¢
Yixing Changrong Trading The PRC The PRC Registered capital 100% - 100%  Trading of rare earth oxide
Development Co., Ltd. (note (a)) 26 November 2010 HK$200,000,000 products
SRERERAA B HiH(d) Lk 100% - 100% REER
“E2-ZETZARA 18T
Golden Mile Holdings Limited Hong Kong Note (d) Ordinary share 100% - 100%  Investment holding

6 December 2010 HKS1
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20.

INVESTMENTS IN SUBSIDIARIES (Continued)

Notes:

a)  These companies are registered under the laws of the PRC as
wholly-owned foreign enterprises.

b)  This company is registered under the laws of the PRC as a sino-
foreign equity enterprise.

¢)  This company is registered under the laws of the PRC as limited
liability enterprises.

d)  These companies are investment holding companies which have
no specific principal place of business.

During the year ended 31 December 2014, the Group
disposed of its 100% equity interest in Dongye Rare Earth,
a 95% effectively owned subsidiary of the Company, at a
cash consideration of approximately HK$161,759,000. Details
of which are disclosed in note 35. Dongye Rare Earth was
established in the PRC on 15 November 2005 with registered
capital of RMB20,000,000 and has principal place of business
in the PRC. Dongye Rare Earth is principally engaged in the

manufacturing and sales of rare earth metal products.

None of the subsidiaries had any debt securities subsisting at

the end of the year or within any time during the year.

HE_ZT-—NEgKN_FT—=F+_A=1+— The Group had no subsidiary which has material non-
HIEFE  AEBETEHRBARREEANIK controlling interests for the years ended 31 December 2014
PR o and 2013.
REELEZ RS 21. INTERESTS IN JOINT VENTURES
rEE
The Group

—2-NEF —E-=F

2014 2013

THERT FHET

HK$’ 000 HK$'000

JEETMRD - BIHEESFE Unlisted shares, share of net assets - 105,087
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AR LECERS () 21. INTERESTS IN JOINT VENTURES (Continued)

E’;\ E—=F+-_A=1+—H AxEERA As at 31 December 2013, details of the Group's interests in

B ER (NREMBREAEREA joint ventures, which were accounted for using the equity

BR)EBEHIT - method in the consolidated financial statements, were as

follows:
AL/ BRTRCHR 8- i S
ERZE EERERA EEHY RAZ#E IMEAEBZIA  FEREEZMA  TEER
Form of Place of Particulars of Proportion of nominal Proportion of
business incorporation/ issued and value of registered  voting power held
Name of entity structure business paid up capital  capital held by the Group by the Group Principal activities
BRESRIAMHERAR AT Gl RalF-v 49.9% 50%  REREERRER
([EEFK]) (HHa)R(b) 14,500,008
Yixing Silver Mile Fluorescent Incorporated The PRC Registered capital 49.9% 50% Manufacture and sales of
Materials Co., Ltd Euro14,500,000 fluorescent products
("Yixing Silver Mile")
(notes (a) & (b))
ERERTIZRAERAR  RAR i HAR 40% 0%  BERHEEMAER
([EEMET]) (HEERQ) 23,000,00057
Yixing AGC Ceramics Co,, Ltd.  Incorporated The PRC Registered capital 40% 40% Manufacture and sales of
("Yixing AGC") U5$23,000,000 refractory products
(notes (a) & (c))

B EE Notes:

a) M-E—=F+-"A=+—H AEEZAE a)  Asat 31 December 2013, Yixing Silver Mile and Yixing AGC, the
BOEFERRLEERBETEAELTA Group's joint ventures, were unlisted corporate entities whose
AIERE ENITETSRE - quoted market prices were not available.

b) R-ZE—=FNA-t++tH AEEET b) On 27 September 2013, the Group entered into an agreement
HBIRXR —BEE R L% AEBEE with the other joint venturer of Yixing Silver Mile to acquire the
R X 2B R0 1%KE RERBEH A remaining 50.1% equity interest in Yixing Silver Mile at a cash
15,133,000 T - BERAREE REZE = consideration of approximately HK$15,133,000. The acquisition
—mME+=—B=1+—HItFETK ' FEH was completed during the year ended 31 December 2014 and the
B34 © details of which are set in note 34.

Q) R-ZZE—ME+ANE > ANEEEEEB ) On 9 July 2014, the Group entered into an agreement with
FTR—BEEF LG LWHEEHEBH the other joint venturer of Yixing AGC to dispose of its 40%
F240%05%4E - IWEREXA71,300,00078 equity interest in Yixing AGC at a cash consideration of
T - BEREEERHEE_ZT—NE+_A8 approximately HK$71,300,000. The disposal was completed
=t+—HIEFERK: TREE-_ZE—NFE during the year ended 31 December 2014 and a gain on the
T A=t HIFEEGZABRIRER disposal of approximately HK$11,974,000 was recognised in the

E W EE#4111,974,0008 7T ©

consolidated statement of profit or loss during the year ended 31
December 2014.
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21. REELEZES (B 21. INTERESTS IN JOINT VENTURES (Continued)
HE-_T—=#+-_A=+—HIt&E ' & Summarised financial information of Yixing Silver Mile and
BERRERBENF sV EEREE (B3t Yixing AGC for the year ended 31 December 2013, adjusted
BHBEZZREHAR) RRNGE M BR for any differences in accounting policies, and a reconciliation
RZEBEHRFEENT ¢ to the carrying amount in the consolidated financial

statements, were disclosed below:

HEE KX HEBHF
Yixing Silver Mile Yixing AGC

FHBT FHET
HK$’ 000 HK$'000
RZF—=#F+=H=+—H At31 December 2013
CHECECER: Gross amounts of the joint ventures:
MEEE Current assets 111,345 92,559
ERBEE Non-current assets 183,651 186,893
mEARE Current liabilities (119,269) (93,765)
FERBEE Non-current liabilities (85,220) (29,250)
AR Total equity 90,507 156,437
BfALMEEREER Included in the above assets and liabilities:
RekREFMEEE Cash and cash equivalents 5,525 15,884
nPEMEE(TEIE Current financial liabilities (excluding trade
JE 151 B K % L b FE 17 and other payables and provisions)
A R B4 (63,306) (85,104)
EnDemeE(TEE Non-current financial liabilities (excluding
JE {1 B 3R % EL fth & AT trade and other payables and provisions)

AR B ) (85,220) (29,250)
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REELEIER (B 21. INTERESTS IN JOINT VENTURES (Continued)
HER X HEBHT
Yixing Silver Mile Yixing AGC
FB T FiBT
HK$' 000 HK$' 000
BE—F—=%F For the year ended
+-A=+—HIFFE 31 December 2013
Ly Revenue 154,685 108,444
Br T AT B 18 Loss before taxation (19,983) (4,255)
Fris i b Income tax charge = =
KEEER Loss for the year (19,983) (4,255)
Bt ALMEER : Included in the above loss:
e R Depreciation and amortisation (13,881) (20,659)
A EWA Interest income 16 19
BT Interest expense (6,137) (4,055)
TEEREELEY Reconciled to the Group’s
EEHIR interests in joint ventures
AECEEETE Net assets of joint ventures 90,507 156,437
AEBEEREZR The Group's effective interest 49.9% 40%
REBEEEE S The Group’s share of net assets of
tEEEFE joint ventures 45,163 62,575
RE TR Consolidation adjustments 2,419 (5,070)
REBREG SR Carrying amount of the Group's
2 REE interests in joint ventures 47,582 57,505
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22.

23.

Z—NE+=-A=+—RALLFE For the year ended 31 December 2014

AL EREERES 22. AVAILABLE-FOR-SALE EQUITY SECURITIES
AEERAEDF
The Group and the Company
—F-mEF —T=%F
2014 2013
FERT FHET
HK$’ 000 HK$'000
BRTFESR2EE LT Listed equity securities in Hong Kong,
T 7 5 at fair value 17,280 9,680

LigREs 2 A FEDRERRATRE
M EABREEE -

BHE-_Z-—NF+_A=+—BItFE 7
Lﬁ%if&mmﬁz A (B Y % 497,600,000
BIL(ZZ— =% : 160,000/ ) EREH A
iﬁqyﬁﬁﬁgﬁ\"

E-—NEER-T—=F+_A=+—
AARBYFATEETEELERZ
=

i
H-
EREEFILETRALZEIER °

2

HttERBEE
AEBEMIRDEER] FREARBA
(TERFDSTHEEL—RBEELH -

REE-_ZT——F+-_A=+—BItFEE "
/N Wl )= NTR T i = N
2 BREBUSHERE - FE-A B
WEEREEZBELH  TUS—EL
WRETFTHRESIEARE RERNEERUTE
FEZEUME -

RZZE—ME+ZA=+—8 TEHBRE
BERLWZME  EAKRBENASTEBA
BEARHEA T MERES - ARFAEER
B RZF-AOFF+-_A=+-HEFER
THEMIFRBEE CRERBE -

23.

The fair value of the listed equity securities are determined
based on the quoted market bid prices available on the Stock
Exchange.

Fair value gain on available-for-sale equity securities of
approximately HK$7,600,000 (2013: HK$160,000) was
recognised in other comprehensive income during the year
ended 31 December 2014.

As at 31 December 2014 and 2013, Mr. Huang Chunhua,
an independent non-executive director of the Company, was
the deputy chairman of the listed company for these equity
securities.

OTHER NON-CURRENT ASSET

Other non-current asset of the Group represents a piece of
leasehold land to be compensated by Dingshu Town People’s
Government (“Dingshu Government”).

During the year ended 31 December 2012, Leeshing Rare
Earth, the Company’s subsidiary, received an order from
Dingshu Government to confiscate a piece of leasehold
land, on which a factory for polishing powder production
plant was located, due to a new government town plan with
compensation for another piece of land and certain amount of

cash. Cash consideration was received in full in previous years.

As at 31 December 2014, the location for the new piece of
land has been ascertained by Dingshu Government but the
grant of the formal land use right certificate from respective
government authority to the Group is still in progress. In the
opinion of the directors of the Company, no impairment loss
on the other non-current asset should be recognised as at 31
December 2014.
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24. FE 24. INVENTORIES
a) HSAMEBERIRZEEBRSRE: a) Inventories in the consolidated statement of financial

position comprise:

rEE
The Group
—E-mEF —E-=F
2014 2013
FTExT FHET
HK$’ 000 HK$' 000
Rt Raw materials 92,068 71,138
fE8m Work in progress 129,574 182,684
E K & Finished goods 252,699 314,086
474,341 567,908
b) HBRARIEESHEZAMOT : b)  The analysis of the amount of inventories recognised as
an expense is as follows:
rEEH
The Group
—E-mEF —E-=F
2014 2013
FTExT FHET
HK$’ 000 HK$'000
BEEFEZERAMA Carrying amount of inventories sold 1,184,800 1,583,387
17 & Hli Br Write down of inventories 121,929 143,920
FE bk o Reversal of write down of inventories (9,684) (21,465)
1,297,045 1,705,842
ELXTEEMBGELD YRR ERNTT N EE The reversal of write down of inventories arose due to
EYETERZ G #IRF B - increases in the estimated net realisable value of certain

products during the year as a result of change in market

conditions.
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25. BWRAR R EMERR BAFIER 25. TRADE AND OTHER RECEIVABLES, PREPAYMENTS

e AND DEPOSITS
rEH RAT
The Group The Company
—E-mE —ZT-=F ZB-NF —T-=%
2014 2013 2014 2013
FHx FHT FET FHET
HK$' 000 HK$' 000 HK$'000 HK$’000
G E S Trade debtors and bills receivables 401,179 417,770 = =
R+ MR SR R R Less: Impairment loss on trade
ZEZRERE debtors and bills
(Mt3E(0)) receivables (note (c)) (40,920) (37,329) = =
JE U R 3% 58 (P 7E(b))  Trade receivables, net (note (b)) 360,259 380,441 - =
H A fE IR Other receivables 11,515 10,877 = =
o HMERRZ Less: Impairment loss on other
BB B 18 (M FE(C) receivables (note (c)) (1,728) (1,604) = =
H i JE R0 FE Other receivables, net 9,787 9,273 = =
e R A R R A Amount due from a related
(M 3E(e)) company (note (e)) 5,621 = = =
EheetEz Amounts due from joint
A (K () ventures (note (f)) = 65,468 = -
B % P R Loan and receivables 375,667 455,182 - =
H b ] R [0 i 38 Other tax refundable 64,115 55,740 - =
EUWEBR A N Kb UL ZX  Trade and other receivables 439,782 510,922 = =
BRREREZS Prepayments and deposits 59,273 48,919 822 876

499,055 559,841 822 876
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TRADE AND OTHER RECEIVABLES, PREPAYMENTS
AND DEPOSITS (Continued)

Notes:

a)

All of the trade and other receivables, prepayments and deposits
are expected to be recovered or recognised as expense within
one year.

The presentation of ageing analysis of the trade debtors based
on the invoice date and bills receivables based on the issuance

T: date, which is approximately to the revenue recognition date, is
as follows:
AEE
The Group

—E-IF =T =
2014 2013
FER FHAT
HK$’ 000 HK$'000
618 A AR Less than 6 months 253,291 345,994
S EEENESYS 6 months to less than 1 year 99,690 28,344
1E22F AR 1 year to less than 2 years 18,951 13,621
2F Pk Over 2 years 29,247 29,811
401,179 417,770

B FEBER R R B R R Less: Impairment loss on trade debtors and
ZREEE bills receivables (40,920) (37,329)
360,259 380,441

REBEE-_Z-—NEER_ZT—Z=ZF+=A4
=T HIEFE AEELHTHEEF0E180
BzFHEES-

RAKEEERFEEP MM RED R
REEREN - ARBAMEEPHIERE
RE - EEEBREZHAETHABBEER
HoERETEEEBHZBURRREY
S IR W B 5% 5 R AROR -

During the years ended 31 December 2014 and 2013, the Group
allows an average credit period of 0 to 180 days to its customers.

Credit is offered to customers following an assessment of their
financial abilities and payment track record. Credit limits are set
out for all customers and these can be exceeded only with the
approval from management. Management also monitors overdue
trade debtors and bills receivables, and follows up the collection
of these receivables.
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25. BUARARHEABKRR - BARER
o AC)
GERNC))

q YR REURREIA R E A B R E

25. TRADE AND OTHER RECEIVABLES, PREPAYMENTS
AND DEPOSITS (Continued)

Notes: (Continued)

)

Impairment of trade debtors and bills receivables, and other
receivables

REBEZEHUOT : The movement of allowance for doubtful debts is as follows:
AEE
The Group
Impairment of trade Impairment of
debtors and bills receivables other receivables
BWERERREREEZRHE HtEWR 2R E
—E-NF —E-=F —E-NF =5
2014 2013 2014 2013
FET FAT FTERT FHAT
HK$’'000 HK$' 000 HK$’000 HK$'000
®n—A—H At 1 January 37,329 46,288 1,604 2,429
ERERREER Impairment loss recognised 10,030 7,397 253 149
B EE R Reversal of impairment loss (6,305) (7,115) (124) (850)
A EZRIEH S Written off as uncollectible - (10,529) = (189)
EHEE Exchange differences (134) 1,288 (5) 65
®n+=-—A=+—H At 31 December 40,920 37,329 1,728 1,604

JRE W BR R T M BR 4 A e E A PR UK R 2 R B
BREEREFERIE  BRIESKERBZR
R WEMESF R R IERT - REES
18 7 M R R B MR SR AR DA T L A B R
B R (REE2()0) °

JRE LS B R B R MR SR 40 A T L At FE AR (B S
BROEEIRATUREZZFRKRZ
EIRE Y - BEF R %S RBARRIELZ
IR T AR -

R-ZZT-—NME+=-A=+—08 A&£EH
Bl A 8 4940,920,000/8 7T (Z T — =4 :
37,329,000 7t) }&1,728,0008 5t (= &
— =4 : 1,604,000/ 7T.) 2 F& U BR 3K K FE Ut
ZEENREMERKRENEETARELD
EHEE2HEE - ZEERRAEERLKRER
HRPMAEERRBIFNAEERARER
PEANBI SRR RS A 2 308 - Bt - IR
AR B AR A R H A B UK 2 R T R AR
9 B1%910,030,0008TT (ZB— =4 :
7,397,000/ 7T) }253,0008 T (= E— =
1 149,000/ 70) E R F AR - AEE
ERZEESREEEMEER -

Impairment loss in respect of trade debtors and bills receivables,
and other receivables is 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 debtors and bills receivables, and other receivables directly
(see note 2()(i)).

Reversal of impairment loss on trade debtors and bills receivables,
and other receivables 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 2014, trade debtors and bills receivables, and
other receivables amounting to approximately HK$40,920,000
(2013: HK$37,329,000) and HK$1,728,000 (2013:
HK$1,604,000), respectively, were individually determined to be
impaired and full allowance had been made. These individually
impaired receivables had been outstanding for over one year as
at the end of the reporting period or were due from debtors with
financial difficulties. Accordingly, specific allowances for doubtful
debts of trade debtors and bills receivables, and other receivables
of approximately HK$10,030,000 (2013: HK$7,397,000) and
HK$253,000 (2013: HK$149,000), respectively, were recognised
during the year. The Group does not hold any collateral over
these balances.
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25. TRADE AND OTHER RECEIVABLES, PREPAYMENTS

AND DEPOSITS (Continued)
Notes: (Continued)

d)

Trade debtors and bills receivables that are not impaired

The ageing analysis of trade debtors and bills receivables that are
neither individually nor collectively considered to be impaired are
as follows:

rEE

The Group
—E-NF —T-=F
2014 2013
FHER FHT
HKS$’ 000 HK$' 000
KEH A RBE Neither past due nor impaired 217,859 194,490
mE L R6fEA Less than 6 months past due 135,098 177,680
B HA R B (E A A D R1E More than 6 months but less than 1 year past due 4,547 6,084
BERAF More than 1 year past due 2,755 2,187
142,400 185,951
360,259 380,441

RAEPHARBEZBER RS ZEHRE
BREHZEFPER -

EAMEREZ BKREAS L BAKE R
RRETERRZBYRFPERH - ZRBHE
K BEEME BNEEERITEERX
2% BZSHEHKDEERIT2EKE - &
BAG A A RELRERE - AEELE
HAEFEHRTHEMERR -

EREEARES CDRRMBERAF
([EHZ0 ) FEAERF RERIEEX
KEE ARAREEERELETAESZ
OB  NEE-T—WNE+=B=+—
HIEFE @ REESKSRIEL 418,297,000
BL(ZE—Z=F  §&) -

FEUK

AN
=
Sy

BOEREABIEA  RERIRER

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.

The amount due from a related company, Wuxi Pan Asia
Environmental Protection Technologies Limited (“Wuxi Pan-
Asia”), is unsecured, interest-free and repayable on demand. Mr.
Jiang Quanlong, a director of the Company, is also a director of
Wuxi Pan-Asia. The maximum amount outstanding during the
year ended 31 December 2014 is approximately HK$18,297,000
(2013: Nil).

The amounts due from joint ventures were unsecured, interest
free and repayable on demand.



_ 144 Annual Report 2014 F3§

B 5 R % By 5E
NOTES TO THE FINANCIAL STATEMENTS

BE-F-MFE+=-A=+—ALFE For the year ended 31 December 2014

26. B (EM)EERMEATFE 26. AMOUNTS DUE FROM/(TO) DIRECTORS AND

SUBSIDIARIES
EAEERE Amounts due to directors
rEE KA H
The Group The Company
—E-mE —T—= —E-mE  —T—=
2014 2013 2014 2013
THERT FHT FTERT FHET
HK$'000 HK$'000 HK$’000 HK$'000
BRBELAE Mr. Jiang Quanlong 2,141 1,461 164 164
BRIt Ms. Qian Yuanying 45 45 45 45
BAMEE Mr. Jiang Cainan 127 51 127 51
2,313 1,557 336 260
FENESZEAEER . 8 NIREKEE The amounts due to directors are unsecured, interest-free and
B o repayable on demand.
FE U Bt BB A B 3k I8 Amounts due from subsidiaries
NN
The Company
—E-mEF —T—=F
2014 2013
TET FHT
HK$’ 000 HK$'000
JE W Bt /B8 2 R FR IR Amounts due from subsidiaries 1,911,261 1,916,078
FEWHIB AR RIBAEER - o8 RIFEK The amounts due from subsidiaries are unsecured, interest-free

R (EE - and repayable on demand.



Annual Report 2014 F3 145 _

8 15 ¥R = B 5t
NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

27. IRFBITER 27. RESTRICTED BANK DEPOSITS
AREBXBAHRITERIERITIAE THE The restricted bank deposits of the Group represent bank
R ERERRH 2 BITFER o R IR deposits restricted by banks for issuance of letters of credit to
TEZENFENZE035%E2.75% (=T certain suppliers. The restricted bank deposits carried variable
—=FE) 2 EFEFFEGFE - interest rates ranging from 0.35% to 2.75% (2013: Nil) per

annum.

28. e RBEELEEER 28. CASH AND CASH EQUIVALENTS

big-c b N

The Group The Company
—B-mE =% ZEBE-NF “—T-=F
2014 2013 2014 2013
FTERT FHT FTERT FHEIT
HK$’ 000 HK$' 000 HKS$’ 000 HK$'000
RITHEBR KRS Bank balances and cash 1,386,003 1,369,054 5,051 5,323
RekBHeFERELEASERG 2 Cash and cash equivalents comprise cash held by the Group
KRIBBATHSFERNENF0%E0.35% (=ZF and bank balances at prevailing market interest rates ranging

— =% :0%%0.38%):t B ZBITEHEE - from 0% to 0.35% (2013: 0% to 0.38%) per annum.

RZE—NE+_A=1+—0H AEEATA As at 31 December 2014, the Group had bank balances and
B SR /AEST R BIINEE Gl 2 RITA cash that were either not freely convertible or were subject
B RIS #)A1,369,794,0008 T (—F—= to exchange controls in the PRC amounting to approximately

% :1,355,888,000/ L) ° HK$1,369,794,000 (2013: HK$1,355,888,000).
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29. BEERF > Bt mEREMENR 29. TRADE PAYABLES, ACCRUALS AND OTHER
PAYABLES
rEE b N
The Group The Company
—E-mE —T-=F ZB-AOF "—T-=F
2014 2013 2014 2013
FET FHT FTERT FHT
HK$’ 000 HK$' 000 HK$' 000 HK$'000
JEE 1 BR 5K Trade payables 91,119 103,652 = =
TBRER KAM Accrued expenses and
FE 3R other payables 87,177 21,001 4,407 4,983
TE U R TE Receipt in advance 5,496 2,814 = =
H SR IE Other tax payables 2,757 1,835 - -
JE 5 RRIE R i Atb Total accruals and other
AN payables 95,430 25,650 4,407 4,983
186,549 129,302 4,407 4,983
ERERZEZAHEIN 2 RESTAT The presentation of ageing analysis of trade payables based on

the invoice date is as follows:

rEE

The Group
—E2-NEF —E-=F
2014 2013
TERT FHET
HK$’ 000 HK$'000
6fE A LA A Less than 6 months 81,729 96,092
6 AE1FIUAR 6 months to less than 1 year 4,957 3,167
1822F AR 1 year to less than 2 years 1,109 2,170
2% A E Over 2 years 3,324 2,223

91,119 103,652
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30. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

a) FR ZRAEUBEMRRERZ (ATUkE) a) The movement of tax (recoverable)/payable in the

BNRBEZEBEHINMT

consolidated statement of financial position during the

year are as follows:

xEH
The Group
= ik —F—=
2014 2013
FTHT FAT
HK$' 000 HK$'000
n—HA—H At 1 January 2,164 4,989
ANE RS (K Es(@a)) Provision for the year (note 8(a))
— XS — PRC Enterprise Income Tax 1,878 7,068
NEFEERE(B%)/ (Over)/under-provision in prior years
TR (P 3£8(a)) (note 8(a))
— B ERER — PRC Enterprise Income Tax (308) 347
REEBNAER Income tax paid during the year (4,663) (10,276)
(929) 2,128
k= NS Derecognised on disposal
iR ERERR (FIRE35) of a subsidiary (note 35) 887 =
b =R Exchange differences 8 36
R+=—A=+—8H At 31 December (34) 2,164

Rz & M BAORKTER
Z A E IR

RER B IS R FER
Z P A

(FTiE) /N B FE

Tax recoverable recognised in the
consolidated statement of financial position (3,010) (2,774)
Tax payable recognised in the

consolidated statement of financial position 2,976 4,938

Net tax (recoverable)/payable (34) 2,164
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30. REREHBRRRZAEB (45

b)

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

ERAZELHEEEREE b) Deferred tax assets and liabilities recognised
RAFEREFOERAELERBEE The major components of deferred tax assets/(liabilities)
S (BE) 2 EBHEMBMD R EES recognised and movements thereon during the current
T and prior year:
rEH
The Group
g
KE NEBE  BATER
HRET kR  t##gc  EFEEZ BEHX
2Eff  DTERE  ATEEE AVERE REf BE
Fair value
Fair value  adjustment on
Revaluation adjustment  prepaid lease Fair value
of buildings  on property,  payments on adjustment Deferred
held for plant and land under  onintangible  expenditures
own use equipment operating leases asset and others Total
ThEL ThL Thx Thx Thx Tk
HK$'000 HK$" 000 HK$" 000 HK$" 000 HK$" 000 HKS 000
RTAREEEZEERE:  Deferred tax arising from:
RZZ-ZF-f-H At 1 January 2013 (6,585) (436) 2317 (18,791) 4,004 (19,491)
BaE&iA/ (G1%) Creditedl(charged) to profit
(Hizks(a) or loss (note 8(a)) 788 39 (54) 19,079 (1,688) 18,164
Eiz2 Exchange differences (194) (13) n (288) 9 (325)
RZE-ZEFZF=1-H At31 December 2013
kZE-MF-A-H and 1 January 2014 (5.991) (410) 2,335 - 2,414 (1,652)
Bak (%) /3 A (Charged)/credited to profit
(MtzEs(a)) or loss (note 8(a)) 794 9 (29) - (1,820) (1,042)
WERBARMES Arising from acquisition of
(BizE34) a subsidary (note 34) - 4,968 (990) - - 3978
HEMBA AL LT Derecognised on disposal of
(HtiE3s) a subsidiary (note 35) 157 375 (2,269) - (61) (1,798)
ERZE Exchange differences 20 (6) (13) - ) B)
RZZ-WE+=A=+-H At31 December 2014 (5,020) 4936 (962) - 529 (517)
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30. REEMBRRRZAED (&) 30. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)
b) ERIAZELHBEERERE(H) b) Deferred tax assets and liabilities recognised
(Continued)
AR BRE BN S 2BLER The following is the analysis of the deferred tax assets/
HEE/ (8F&) D : (liabilities) for financial reporting purposes:
—E2-QmEF —E-=F
2014 2013
FTEx FAET
HK$’ 000 HK$’ 000
WERE B BRR R Deferred tax assets recognised in the
BRZELERIEEE consolidated statement of financial position 5,465 4,749
R & BRI & Deferred tax liabilities recognised in the
RZIETEHIER R consolidated statement of financial position (5,982) (6,401)
(517) (1,652)
0 HMABRZEEHREEE c) Deferred tax assets not recognised
R-ZE-—NF+_A=+—H ®R As at 31 December 2014, deductible temporary
ZERBERRERABHARIEEEZ A differences in respect of tax losses not recognised
R B = 2 4951,636,818,00078 7T in these financial statements were approximately
—ZT— =% :1,327,087,000/% 7T) ° HK$1,636,818,000 (2013: HK$1,327,087,000). No
B B B DA TRBI2R 2% A SRR - #R I A deferred tax asset has been recognised in respect
AR BT EERRELERE of such deductible temporary differences due to the
BE - LBt AEBAL&ERLZ AT unpredictability of future profit streams. Included in the
2 TR A & 18 491,203,078,000/% 7T (= above are tax losses of approximately HK$1,203,078,000
T —=1%:851,583,000/8 ) - EfhE (2013: HK$851,583,000) which can only be carried
B R AL o forward for a maximum period of five years. Other losses

may be carried forward indefinitely.
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30. A&RE

d)

BBMRR R ZFAER (&)

AEREEHRBEEE
RER-_ZTZN\F-—F—HARBEKRZ
DEMBHE - WENREKHES
EBZERELEIRP RN RR
BEBBREBKRALIETR ERHEH
PSSk A E S5 ERE - Al ER S
HEWA (RRE B2 iR E)HE10%
MEGNBHAER -RZTTN\F
ZAZ+ZH MBHBEBERBEE
&4k BE B (2008)15% - Bt - R=F
S+E+-_A=+—HATENEDLE
REEFMEL 2R E DR AGER 2
MIBH TS

RZZE—WFE+ZA=+—H BER
HEKIZHBARIE T NFEZER
AT 2 Bk ZE 24 /495,759,000
BIL(ZZ — =% :646,642,000/%
JC) o ARA AR IR I TR E R 2
ELSIE RE AR RN - S NG - 74 El
TRER M ARZEEREZEE
RIEIEFTE & E 449,576,000 7T (=
T — =4 : 64,664,000/87T) °

31. BARREE

a)

AEBRERBEZRRBNNFIR
FRZHBRENGARSEHRNA -
BRARREZZBERNBORNFNE
FREBZE8HHE  #HWT -

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

d)

Deferred tax liabilities not recognised

Under the PRC Enterprise Income Tax Law with effect
from 1 January 2008 onwards, non-resident enterprises
without an establishment or place of business in the PRC
or which have an establishment or place of business but
the relevant income is not effectively connected with the
establishment or a place of business in the PRC, will be
subject to withholding income tax at the rate of 10%
on various types of passive income such as dividends
derived from sources in the PRC. On 22 February 2008,
the Ministry of Finance and State Administration of
Tax approved Caishui (2008) No. 1,

dividend distributions out of retained profits of foreign

pursuant to which

investment enterprises prior to 31 December 2007 will be

exempted from withholding income tax.

As at 31 December 2014, temporary differences relating
to the undistributed profits of subsidiaries established
in the PRC since 2008 amounted to approximately
HK$495,759,000 (2013: HK$646,642,000).
tax liabilities of approximately HK$49,576,000 (2013:
HK$64,664,000) have not been recognised in respect

Deferred

of these temporary differences as the Group is able
to control the timing of the reversal of the temporary
differences and it is probable that the temporary

differences will not reverse in the foreseeable future.

31. CAPITAL AND RESERVES

a)

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:
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31, RERRE (@) 31. CAPITAL AND RESERVES
a) (#&) a) (Continued)
AR AAREENER
The Company Attributable to owners of the Company
REEH/
BA R EE AYERE (B3t B8 Af
Retained
profits/
Share Share Fair value (accumulated
capital premium reserve |osses) Total
Thr T AR Thn ThR
HK$" 000 HK$"000 HK$"000 HK$'000 HK$' 000
R-%-=%-8-H At 1 January 2013 167,264 1,920,050 2,800 1,592 2,091,706
IE-CEVERRY - Changes in equity for 2013:
AEEER Loss for the year - - - (13.431) (13,431)
Ab2EkE Other comprehensive income
-ARHERER S - Fair value gain on
ATENER available-for-sale equity
(Bizk22) securites (note 22) - - 160 - 160
FEEREBEAHE Total comprehensive loss
for the year - - 160 (13,431) (13,211)
RZZ-ZFTZA=T—H At31 December 2013
R=ZF-WE-f-H and 1 January 2014 167,264 1,920,050 2,960 (11,839) 2,078,435
ZE-REIERRY Changes in equity for 2014:
AEEBR Loss for the year - - - (4,629) (4,629)
Ep2EkE Other comprehensive income
- ERER S -~ Fair value gain on
NFEhE available-for-sale equity
(Ha2) securities (note 22) - - 7,600 = 7,600
FEEREUEARE Total comprehensive income
for the year - - 7,600 (4,629) 2,97

RZE-METZA=T-H At31 December 2014 167,264 1,920,050 10,560 (16,468) 2,081,406
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31, RERRE (&) 31. CAPITAL AND RESERVES (Continued)
b) EERBBITRA b) Authorised and issued share capital
KEBREDT

The Group and the Company
—2-mNER-FT-=F
2014 and 2013

GREEO0.10/8 L. E#HAR R&in g B Gkl
Number
Ordinary shares of HK$0.10 each of shares Amount
T 1% FAT
000 HK$'000
EE Authorised
R—A—BER+=ZA=+—H At 1 January and 31 December 2,000,000 200,000
ERTRAE Issued and fully paid
R—A—BR+=—A=+—8 At 1 January and 31 December 1,672,643 167,264
ERABRBFEAERESTESEIRZK The holders of ordinary shares are entitled to receive
BERARBEZ TZEFR—E2 dividends as declared from time to time and are entitled
R T T ERY AR R 2 gk to one vote per share at meetings of the Company.
BENZAHREER ° All ordinary shares rank equally with regard to the

Company'’s residual assets.
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CAPITAL AND RESERVES (Continued)

)

Nature and purpose of reserves

i)

ii)

fif)

Share premium

Under the Companies Law (Revised) of the Cayman
Islands, the share premium account is distributable
to the shareholders 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.

The share premium of the Company included
the contribution surplus of approximately
HK$149,950,000 which represented the difference
between the nominal value of the shares of the
Company issued in exchange for the entire issued
share capital of Lee Shing Holdings Limited and the
value of the underlying net assets of the subsidiaries
held by Lee Shing Holdings Limited at the date they
were acquired by the Company on 29 September
1999.

Capital reserve

The capital reserve represents the capitalised
aggregate appropriations to the statutory
reserves made by the Group as a result of Group

reorganisation.

Buildings revaluation reserve

The buildings revaluation reserve comprises the
difference between the revalued amount and the
carrying amount of buildings held for own use. The
buildings revaluation reserve has been set up and
is dealt with in accordance with the accounting
policies adopted for buildings held for own use
as set out in note 2(g). The buildings revaluation

reserve is not distributable.
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31. RARGEE (&)
0 HEZHEREHE)

v)

v)

vi)
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31.

CAPITAL AND RESERVES (Continued)

<)

Nature and purpose of reserves (Continued)

iv)

v)

Vi)

Statutory reserves

Transfers from retained earnings to statutory
reserve fund were made in accordance with the
relevant PRC rules and regulations and the articles
of association of the Company’s subsidiaries
established in the PRC and were approved by the

respective boards of directors.

Statutory reserve fund can be used to offset
previous years' losses, if any, and may be converted
into paid-up capital provided that the balance of the
statutory reserve fund after such conversion is not

less than 25% of the entity’s registered capital.

The Company’s certain subsidiaries in the PRC are
required to transfer a minimum of 10% of their net
profits, as determined in accordance with the PRC
accounting rules and regulations to the statutory
reserves until the reserve balances reaches 50% of
the registered capital. The transfer must be made

before distribution of dividends to owners.

Translation reserve

The translation reserve comprises all foreign
exchange differences arising from the translation
of the financial statements of foreign operations.
The reserve is dealt with in accordance with the

accounting policy set out in note 2(t).

Fair value reserve

The fair value reserve comprises the cumulative
net change in fair value of available-for-sale equity
securities held at the end of the reporting period
and is dealt with in accordance with the accounting

policies in note 2(f).
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d)

e)

EEZAHEIRER

R-ZEBE—mME+=-_A=+—8 #ft
DRTHBAZARGIRBHBBELY
#1,914,142,0008 T (ZZT — =4 :
1,911,171,000%8 7T) - ERBEARRQ
7] % 17 4 {8 #91,920,050,0007% 7T (=
T — =% :1,920,050,000 )
A {Ef## %10,560,0008 0 (ZF
— =% :2,960,0008 L) & Rt &
18 4916,468,0008 T (=T — =4 :
11,839,000 L) ° ZEREOIEL D
K EEEZFTRREZAE - AAH
WBBRENEERBEEETEEHG
EIH - FREfEH AR ©

EAXER
AEBEEREAZEEAZEIRER
SERBBECE 2 NARREERE
HREEMBRERE AR WHE
Bl 2 ERBBURDESKA ©

AEEeRENENENREELES
ERE NEEAUERESBRERE
REEAKRAAZ ZEBERKF
TRNFERREZBREFTE XL
FAEGERAZ B EARRBEL
HE - RERIAREARRE  ~&HE
EEREARRINZKRESHE
BIOTHE REBEATHRRIHLEER
EELARE ©

8 15 ¥R = B 5t
NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

31. CAPITAL AND RESERVES (Continued)

d)

e)

Distributability of reserves

As at 31 December 2014, the aggregate amount of
the Company’s reserves available for distribution to
owners was approximately HK$1,914,142,000 (2013:
HK$1,911,171,000) which included the Company’s share
premium of approximately HK$1,920,050,000 (2013:
HK$1,920,050,000), fair value reserve of approximately
HK$10,560,000 (2013: HK$2,960,000) and netting with
the accumulated losses of approximately HK$16,468,000
(2013: HK$11,839,000). These reserves are available for
distribution provided that immediately following the date
on which the dividend is proposed, the Company will be
able to pay off its debts as they fall due in the ordinary

course of business.

Capital management

The Group's primary objectives when managing capital
are to safeguard the Group’s ability to continue
as a going concern in order to provide returns for
shareholders and benefit for other stakeholders and to
maintain an optimal capital structure to reduce the cost

of capital.

The Group actively and regularly reviews and manages
its capital structure to maintain a balance between the
higher stakeholder 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 in light of changes in
economic conditions. In order to maintain or adjust the
capital structure, the Group may adjust the amount of
dividends paid to shareholders, issue new shares, return

capital to shareholders or sell assets to reduce debt.
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31. RARGEE (&)

32.
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31.

32.

CAPITAL AND RESERVES (Continued)

e) Capital management (Continued)
Consistent with industry practice, the Group monitors its
capital structure on the basis of the gearing ratio. This
ratio is calculated as the Group’s bank borrowings less
cash and cash equivalents over its total equity attributable
to owners of the Company. There was no net debts for
the Group as at 31 December 2014 and 2013. During the
year ended 31 December 2014, the Group’s strategy was
unchanged from year 2013.

Neither the Company nor any of its subsidiaries are

subject to externally imposed capital requirements.

SHARE OPTION SCHEME

Old Share Option Scheme

At the annual general meeting of the Company held on 4 June
2004, the shareholders of the Company approved the adoption
of a share option scheme (the “Old Share Option Scheme”)
which lapsed on 3 June 2014.

Under the Old Share Option Scheme, the directors of the
Company may, at their discretion, invite full-time employees
of the Group, including directors of the Company and its
subsidiaries, any of its shareholders, suppliers, customers,
consultants, advisers and joint venture partners or business
alliance who have contributed or will contribute to the Group
to take up options to subscribe for shares in the Company
subject to the terms and conditions stipulated therein. A
nominal consideration will be paid by the eligible participants
for each lot of share options granted. An option may be
exercised at any time during a period to be determined and
identified by the directors to each grantee at the time of
making the offer, but in any event, shall not exceed the period
of ten years from the date of grant of the particular option,
subject to the early termination of the Old Share Option
Scheme.

There were no share options granted, exercised, forfeited nor
outstanding under the Old Share Option Scheme during the
years ended 31 December 2014 and 2013.
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32. SHARE OPTION SCHEME (Continued)

New Share Option Scheme

At the annual general meeting of the Company held on 6 June
2014, the shareholders of the Company approved the adoption
of a share option scheme (the “New Share Option Scheme"),

which will be valid for 10 years from the date of its adoption.

Under the New Share Option Scheme, the directors of
the Company may grant share options to eligible persons,
including directors of the Company and its subsidiaries, any
of its shareholders, suppliers, customers, consultants, advisers
and joint venture partners or business alliance who have
contributed or will contributed to the development and growth
of the Group, to take up options to subscribe for shares in
the Company subject to the terms and conditions stipulated
therein. A nominal consideration will be paid by eligible
participants for each lot of share options granted. An option
may be exercised at any time during a period to be determined
and identified by the directors of the Company to each grantee
at the time of making the offer, but in any event, shall not
exceed the period of ten years from the date of grant of the
particular option, subject to the early termination of the New

Share Option Scheme.

There were no share options granted, exercised, forfeited nor
outstanding under the New Share Option Scheme during the
year ended 31 December 2014,
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33. EREEALIRS 33. MATERIAL RELATED PARTY TRANSACTIONS
a) HBEEATZRES a) Transactions with related parties
RZEUBREREMBTABEEZR In addition to the transactions and balances disclosed
SREERIN  RATEERE " VA elsewhere in these financial statements, the directors
BHE-_Z-—NFER-_Z—=%+=A of the Company consider that the followings are the
=+ —BLFEHEARETI2E material related party transactions entered into by the
ABAEALTRS : Group during the years ended 31 December 2014 and
2013:
“E-mE =%
2014 2013
TR FHET
HK$'000 HK$' 000
HEALER HASEZHE REME
Name of related party Relationship with Nature of transaction
the Group
BRERE ARAMTES AEEYRESER 914 90
Mr. Jiang Quanlong Executive director of Payment of rental expenses
the Company by the Group
BRI (FEEG) AEEERNAELE AKEHERS 10,381 117,161
Yixing Silver Mile (note (i)) The Group's joint Sales of goods
venture at the time by the Group
AEBEBEEM - 561

Purchases of goods

by the Group

B E BT (P (i) AEEERNGECE AEEHEEQR 8,683 6,523
Yixing AGC (note (ii)) The Group's joint WIS

venture at the time Sales of goods and
proceeding fees received

by the Group
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33. EXEEALRS (8) 33. MATERIAL RELATED PARTY TRANSACTIONS
(Continued)
a) EHEEEBEATZRZ(E) a) Transactions with related parties (Continued)
—E-QNE —E-=F
2014 2013
TERT THET
HK$'000 HK$'000
BEALER XZME
Name of related party Relationship with Nature of transaction
the Group
EHiZE ARAESE AEEXNESER 67 66
HEZZAF
Wuxi Pan-Asia A company of which Payment of rental expenses

Mr. Jiang Quanlong, by the Group
a director of the

Company, is also

a director
AEEERNEE0E - 18,077
HERXHELEHOT
B LS (M)
Sales of prepaid lease
payments on land under
operating leases by
Yixing Silver Mile,
the Group’s joint venture
at the time (note (i)
B3 Notes:
(i) BEFER-FT-—MNFE-AKRKER (i) Yixing Silver Mile became a wholly-owned subsidiary of the
AlZE2EHBAR - Company in January 2014.
(i) HEBHEFR-_Z-—NFNATER (i) Yixing AGC ceased to be a joint venture of the Group in
RRAFZEERE - August 2014,
RRABEERR LRGN —RK The directors of the Company are of the opinion that the
EBBERPRBERERZERH L Hh= above transactions were entered into under the normal
RFRET AL © course of business and in accordance with the terms of

the agreements governing such transactions.
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33. ERBEALIRS (#) 33. MATERIAL RELATED PARTY TRANSACTIONS
(Continued)
by HFXrEEBABZRS b) Transactions with key management personnel
FTEEBABZINE (BEINFHE Emoluments for key management personnel, including
B ARBIEE RN I10THE R amounts paid to the Company's directors as disclosed in
ZEREFMALTZERE) NT : note 9 and the highest paid employees as disclosed in

note 10 are as follows:

rEH

The Group
—E2-NmEF —E—=F
2014 2013
FTHET FAT
HK$' 000 HK$'000
= E B R A Short-term employee benefits 5,853 4,723
RN T Post-employment benefits 51 57

5,904 4,780




Annual Report 2014 F3§

34. WENEBAF

R_ZE—Z=ZFALA-t+tHB AEEHETH
REXZ2P—RAEFII LR KReRE
#915,133,0008 7L Y0 i B R 82 T-50.1%
Mt - ARFERRA - BRPE%KME
MBHAEBEREN At WEEBIRKX
MTREHAEERR - ZE RIEMAKE
RE BRI 2 a5 A BB R —
WRRFEH RS MR T I5 2 M4 E R s 7
SEZHRFNARENESEZ4E - 54
WHEER =2 —NF— %K - RNKE% -
REBRE R 2 RES B49.9%EMNE
100% > BN E 2 F1BWT

161

8 15 ¥R = B 5t
NOTES TO THE FINANCIAL STATEMENTS

BE-Z-MF+=-A=+—HBLEE For the year ended 31 December 2014

34. ACQUISITION OF A SUBSIDIARY

On 27 September 2013, the Group entered into an agreement
with the other joint venturer of Yixing Silver Mile to acquire
the remaining 50.1% equity interest in Yixing Silver Mile at
a cash consideration of approximately HK$15,133,000. The
directors of the Company considered that the acquisition of
the remaining equity interest in Yixing Silver Mile is beneficial
to the Group as there are business potentials in fluorescent
materials market in the PRC. Consolidating and increasing
the Group's interest in Yixing Silver Mile will provide a good
opportunity for the Group to further strengthen its presence in
the fluorescent materials market and to enhance the Group’s

competiveness and expanding its business coverage. The

acquisition was completed in January 2014 and subsequent to
the acquisition, the Group’s equity interest in Yixing Silver Mile

increased from 49.9% to 100%. Details of the acquisition are

as follows:
a) HEBXRKBEBRITRNEERS a)  Fair value of the identifiable assets and liabilities of Yixing
BZRFE : Silver Mile at the date of acquisition:
FER

HK$’'000
M BB RFEAE Property, plant and equipment 155,491
KEROTRENLEAS Prepaid lease payments on land under operating leases 11,048
RERIBEE Deferred tax assets 3,978
FE Inventories 38,504
JFE LT B 50 % L i FE U R Trade and other receivables 79,250
RekBFeEFEEE Cash and cash equivalents 3,971
JE 5 BR 3R Trade payables (66,170)
JE 5t FRIE K H Ath FE 15 5K Accruals and other payables (62,433)

RITER Bank borrowings (85,079)

BERFAEL AFE

Fair value of the net assets recognised 78,560
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34. WM B AT (&)

b)

REEHERE LR ZINE

34. ACQUISITION OF A SUBSIDIARY (Continued)
b)  Gain on deemed disposal of interest in a joint venture:

TAER
HK$' 000
VA F5549.9% R A% 2 A T (& Fair value of 49.9% equity interest previously held 39,202
B AERHA9.9% B AR ZBREME  Less: Carrying value of 49.9% equity interest
previously held (45,158)
B ERECERRIBNER Loss from re-measurement of interest in
a joint venture (5,956)
m: wEELESE R EER Add: Release of translation reserve upon deemed
X EE disposal of interest in a joint venture 8,706
BRELEEELFEER W Gain on deemed disposal of interest in a joint venture 2,750

SEM BN B A 7 2 s

¢)  Gain on bargain purchase of interest in a subsidiary:

TER
HK$’ 000

WREEREZATE

W RESR

-BeREBEXH
—AEEHL9.9%KAER
DNEE

SEBEMBARAERE 2 E

AEEREE-_Z—NMEF+=-_A=1—
BEFEzZEBaTRRAZEBES Ka
#4924,225,0008 7 EEREBEH A
BB ZIREMRE 2 FRA -

Fair value of net assets acquired 78,560
Less: Consideration transferred
- Cash consideration paid (15,133)
— Fair value of 49.9% equity interest previously held
(39,202)

(54,335)

Gain on bargain purchase of interest in a subsidiary 24,225

The Group recognised a gain on bargain purchase of
approximately HK$24,225,000 in profit or loss during
the year ended 31 December 2014, which was primarily
attributable to the incentive given by the vendor for its

desire to exit the investment.
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34. ACQUISITION OF A SUBSIDIARY (Continued)
d)  An analysis of cash flows in respect of the acquisition:

THER

HK$' 000

WERekReEEER Cash and cash equivalents acquired 3,971
B ENRERE Less: Cash consideration paid (15,133)
Wk 2 IR F R Net cash outflows on acquisition (11,162)

WEHASEER 2V E
AEAREE-T—NF+_A=1—
B IEFE 2 W R 518 B 45 5T A s
Bk B BRI 2 W& 47138,131,000
75 70 & E518#923,360,00078 7T ©

HWEBEBR—_ZT—HF—H B &£
AEERBE_ZT-—HNFE+_-HA
Zt-BLEFEZKREREBERE DR
#%1,192,639,0007% 7T % 106,226,000
BT ARBEZTAALEFEZ &
FREAHKREBRFILELEFEL
BRER TAESERKHRLR
ZBERE -

REBRAAFENENRBEERKN
BEAKE 2 [HE] s REERE
ARBERCHENE HELERE
ZHENRAKBEEEOTENL
WHEZH#E EESEERKEL
NPT EFTREMEL 2 R FEFTE
M IR B I 5 ¥R AR P AR 2 AR ETE

e) Impact of the acquisition on the results of the Group
Included in the revenue and the loss of the Group
for the year ended 31 December 2014 is a revenue
of approximately HK$138,131,000 and a loss of
approximately HK$23,360,000 from Yixing Silver Mile

since the date of completion of the acquisition.

Had the acquisition been effected on 1 January 2014,
the revenue and the loss of the Group for the year ended
31 December 2014 would have been HK$1,192,639,000
and HK$106,226,000 respectively. The directors of
the Company consider these ‘pro-forma’ numbers to
represent an approximate measure of the performance
of the combined group on an annualised basis and
to provide a reference point for comparison in future

periods.

In determining the ‘pro-forma’ revenue and loss of
the Group had Yixing Silver Mile been acquired at the
beginning of the current year, the directors of the
Company have calculated depreciation of property,
plant and equipment, and amortisation of prepaid lease
payments on land under operating leases acquired on the
basis of the fair values arising from the initial accounting
for the acquisition rather than the carrying amounts

recognised in the pre-acquisition financial statements.
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35. HEMBLQF 35. DISPOSAL OF A SUBSIDIARY
R-_ZE—NE+—A=+/\B AEEHA
—EBUE=HTUBEAREREN
161,759,000 7T Hi & 38 # £ 2100% /K&
BoRAR L IENERERBER T8

On 28 November 2014, the Group entered into an agreement
with an independent third party to dispose of its 100%
equity interest in Dongye Rare Earth at a cash consideration
of approximately HK$161,759,000. Dongye Rare Earth is

EmER - principally engaged in manufacturing and sales of rare earth
metal products.
a) BlRE a) Consideration received
TER
HK$’ 000
RekBReEEBERZEHRE Consideration received in cash and cash equivalents 161,759

b) AEEFEEEREEIN

b) Analysis of assets and liabilities over which control

was lost

FHET

HK$'000

[k Goodwill -
ME - BEREE Property, plant and equipment 9,625
KERAHTEN LHHES Prepaid lease payments on land under operating leases 6,635
B AE Intangible asset =
RIETIBE E Deferred tax assets 1,798
RekFALFEEREB Cash and cash equivalents 58
P LST BR 50 % EL A FE K K Trade and other receivables 72,218
A U Bl ¢ 18 Tax recoverable 887
7E Inventories 12,039
JFE 1<% AR 3R K% L At B 1+ 3K Trade and other payables (480)
HEEE#E Net assets disposed of 102,780
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35. HEMBLF ) 35. DISPOSAL OF A SUBSIDIARY (Continued)
o HEKBARZKE ¢)  Gain on disposal of a subsidiary
TERT
HK$' 000
B E Consideration received 161,759
HEEEFE Net assets disposed of (102,780)
FAREMBAR 2 EHERER Cumulative exchange gain in respect of the net assets of
ENBERERMBLAREE the subsidiary reclassified from equity to profit or loss on
FEZ 2RTER R loss of control in the subsidiary 17,982
B 5 R S I B 2 Bl s Gain on disposal of a subsidiary recognised in profit or loss 76,961
d HENBARZRLAANTHE d) Net cash inflows on disposal of a subsidiary
TERT
HK$' 000
RAeRkBeFBEER 2BERNKE Consideration received in cash and cash equivalents 161,759
B:HEZRERAEEHEEER Less: Cash and cash equivalents disposed of (58)
HEZRERAFE Net cash inflows on disposal 161,701
RZZT—NFE—A—HEHETK B HH During the period from 1 January 2014 to the date of
B REABTITESRNEE W ZER completion of the disposal, Dongye Rare Earth did not have
HRenRETRENER ° any significant contribution to the Group’s revenue, results and

cash flows.
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I Annual Report 2014 i

COMMITMENTS

a)

At the end of the reporting period, the Group had capital
commitments in respect of acquisition and construction

of property, plant and equipment contracted but not

SN provided for in these financial statements as follows:
rEE
The Group
= ik =F—=
2014 2013
THERT FHT
HK$’ 000 HK$’ 000
ER TN E Acquisition and construction of property,

2 W K i AR plant and equipment 10,705 12,399
T_MER -—ET—=&+— 8 The Company did not have any significant capital

=B ARFAELMEREAR
PR o

b) AKEEREBEA
RERAREER  AEBRETA
Bzt REFEEHEER B &M
AN R & SRR Z B 8 A

b)

commitments as at 31 December 2014 and 2013.

The Group as lessee
At the end of the reporting period, the Group had
operating lease commitments for future minimum lease

payments under non-cancellable operating leases in

M respect of land and buildings which fall due as follows:
rEH
The Group

—E-mF —T—=
2014 2013
THERT FAT
HK$' 000 HK$'000
1A Within one year 2,687 2,385
1F & B5F R After one year but within five years 3,262 3,212
5,949 5,597
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36. A¥E(#) 36. COMMITMENTS (Continued)

b) AEBEEAREBA(E) b) The Group as lessee (Continued)
LERENREAEEREETHRA Operating lease payments represent rentals payable by
FEGFzHEE BAORBEEHBBE the Group for certain of its offices. Leases and rentals are
HEE RE—ZRF  -HIEHELK negotiated and fixed for a period of one to five years.
FAME o None of the leases includes contingent rentals.
FRAEBFENHNEBMEEZARA The above commitments included future lease payments
AESRRETERBEATESZE to Mr. Jiang Quanlong, a director of the Company, and
2 AR RME SN FK42,962,0007% 7T (= Wuxi Pan-Asia, a related party as disclosed in note 33, of
T — =4 :904,000/ T) * BHHE m approximately HK$2,962,000 (2013: HK$904,000) which
T fall due as follows:

rEH
The Group
—E-NmEF ZE—=%F
2014 2013
TEx FAT
HK$'000 HK$’ 000
JENT FRREELEZ Future lease payments to
E e Mr. Jiang Quanlong
—15FR — Within one year 913 611
—1F&EFER — After one year but within five years 1,825 -
2,738 611
JENT THELS)ZE2 Future lease payments to
KA 21T 7 Wuxi Pan-Asia
—15FR — Within one year 67 68
—1F&EFR — After one year but within five years 157 225
224 293
2,962 904
RZE—NFR_ZE—=F+=_A4 The Company did not have any significant operating lease
=t—B ARAVTEFAENLS commitments as at 31 December 2014 and 2013.

TRAYEGE o
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37. BXEREEREMIAECZATFE

ERMIAZRRBEAREERTEXEKBIE
TELZEERR RBESEAR  FEXRE
@ BRI R RN ERRR -

a) FERR
EERBRERZUFEEBETANE
FEFAKEMBER AR - AEE
FRBNBRREECERIZRS
HFETEE UREERERR (0
BR)  WREEZBRTANETER
MBERRR -

A3 B R B MR R S EL A R MR
EERR EEREEIL-BEEK
R UHEBEERRETHEERS -
AEEEEMHEEIZEP ZHM KR
ARMAFETEEE - ZFHEHY
EPBEXNIHFELESE KA A
ZXfIEEN  UEBEFPHEERME
FREMEKERREZER - AKE
WERE S REERREMERm

REBBEAZZEERBEERSS
BEZERESHMTE - BPIEET
ELRBERzZEBRERTEHEERE
BIIRE BRERE - NHEHEE
HH AEBEAXKRBEZBAEFPK
FAREFPEREFRBBE 2 EHEER
BRI A34% (ZF—=F :36%) K&
51% (ZF—=4 : 58%) °

37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS
The risks associated with the financial instruments include

credit risk, liquidity risk, interest rate risk, currency risk and

equity price risk arises in the normal course of the Group's

business.

a)

Credit risk

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 and other receivables, in order to
minimise credit risk, the management has a credit policy
in place and the exposures to these credit risks are
monitored on an ongoing basis. Credit evaluations of its
customers’ financial position and condition are performed
on each major customer periodically. These evaluations
focus on the customers’ past history of making payments
when due and current ability to pay, and take into
account information specific to the customers as well as
pertaining to the economic environment in which the
customers operate. The Group does not require collateral

in respect of its financial assets.

The Group's exposure to credit risk is influenced mainly
by the individual characteristics of each customer. The
default risk of the industry and the country in which
customers operate also has an influence on credit risk
but to a lesser extent. At the end of the reporting period,
the Group has concentration of credit risk as 34% (2013:
36%) and 51% (2013: 58%) of the total trade debtors
was due from the Group’s largest customer and the five

largest customers respectively.
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37. BXEREEREMIAECZATE

(&)

a)

b)

EERKE (&)

B 7R 58 B R B E WBR 3R R H i B
RZEERBRZE TS EEBEHN
HisE25 o

MRBITRE - RITFRRZRH R
TERDERREHEEFRRIFZ
RIT AZSERBAEZEERR
Bk MABEAEREERR -

ARARZEERREIERERKHER
ARE  ARERNERBRRLEERE
EREKRMBARZSERER A
Y m SRR - AR BA S AT U [ SRIR 1R
RAWZBERE - UM E  AARE
ERRAEBZEERRERBRD

B BT 7238 FT 4t B AN &= B 4R 41 2 B A 1
RN+ 2N 5 H 5k R 1 A I £ 4R G (]
HERERAREB AR A ERE
FERR RERABEERRZS
MBERAREZEREERBRE R
B E37(b) B 55 o

RBESER
AEBEBETZBYUEEERARAH

ZEEZReER BRASAHKZE
HEREARBREFNREERE SR
KoM REERGUIER  HAMEE -
ARBZBRBERERE R KB
ZRBEEFR - ARETEREZ
BRAEERES TR RN E
ZORMBBRERANEEEERE
e HERRRENRDESTE
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)

a)

b)

Credit risk (Continued)

Further quantitative disclosures in respect of the Group’s
exposure to credit risk arising from trade and other
receivables are set out in note 25.

The credit risk for cash at bank, bank deposits and
restricted bank deposits is considered minimal as these
amounts are placed with various banks with good credit
ratings and there is no significant concentration of credit
risk.

The Company’s credit risk is primarily attributable to
amounts due from subsidiaries. The Company reviews
the recoverable amount of each individual debt due from
its subsidiaries at the end of each reporting period to
ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of
the Company consider that the Company’s credit risk is
significantly reduced.

Except for the financial guarantees given by the Group
as set out in note 38, the Group or the Company does
not provide any other guarantees which would expose
the Group or the Company to credit risk. The maximum
exposure to credit risk in respect of these financial
guarantees at the end of the reporting period is disclosed
in note 37(b).

Liquidity risk

Individual operating entities within the Group are
responsible for their own cash management, including
the short-term investment of cash surpluses and the
raising of loans to cover expected cash demands, subject
to the approval from board of directors. The Group's
policy is to regularly monitor current and expected
liquidity requirements and its compliance with lending
covenants to ensure that it maintains sufficient amount
of cash and adequate committed lines of funding
from major financial institutions to meet its liquidity
requirements in the short and longer term.
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(%)

b)

37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)
REBELER (B) b) Liquidity risk (Continued)
TREIAEBRARAZEHMARE The following table set out the remaining contractual
RERAREAEER - ERELAKRITHER maturities at the end of the reporting period of the
eng (BREEAGAFNXRAEFEZRE Group’s and the Company’s financial liabilities based
e g B - Bl EfE A S on contractual undiscounted cash flows (including
B2 A& RAEERAR B A HE interest payments computed using contractual rates or,
REECHEAHMG BT AL if floating, based on rates at the end of the reporting
period) and the earliest date the Group and the Company
can be required to pay:
A58 ZE-MmE Z5-Zf
The Group 2014 2013
BHRTBRRLTE ENRTRRENE
Contractual Contractual
undiscounted cash flow undiscounted cash flow
—ERg —ER
REXRE L BEE  REXEE % KEE
Within Within
1 year or Carrying 1 year or Carrying
on demand Total amount on demand Total amount
T TR TR Thr Thr T
HK$' 000 HK$' 000 HK$' 000 HKS$' 000 HKS$' 000 HK$" 000
it emaR Non-derivative financial
liabilities
R Trade payables 91,119 91,119 91,119 103,652 103,652 103,652
BREMREMERNT Accrued expenses and
other payables 87,171 87,171 81,171 21,001 21,001 21,001
ENEERA Amounts due to directors 2313 2313 2313 1,557 1,557 1,557
180,609 180,609 180,609 126,210 126,210 126,210
HARBER Financial guarantee issued
ERRSLE Maximum amount
(Miz38) quaranteed (note 38) - - - 85,215 85,215 -
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)
REESER (&) b) Liquidity risk (Continued)
ENEBAMBEREN 2 BEINERR The amounts included above for financial guarantee
ERUSTPABLSHAREIBRE A& contracts are the maximum amounts the Group could
Bt BRBEZHERTHEN 2& be required to settle under the arrangement for the full
=ef o  HRARBREER 2B guaranteed amount if that amount is claimed by the
AREBERAEGEA L EZTREZLHE counterparty to the guarantee. Based on expectations at
S ERFRIE - AT - SIEGEZERT the end of the reporting period, the Group considers that
HAZHBEERREBAREEERZ it is more likely that no amount will be payable under the
ATREME RIRRERIZE AR 2 AT Rt o arrangement. However, this estimate is subject to change
depending on the probability of the counterparty which
suffers credit losses on the financial receivables and
claims under the guarantee.
AR “3-n% -3-=f
The Company 2014 2013
ANRNRRLHE BNARALIE
Contractual Contractual
undiscounted cash flow undiscounted cash flow
-ERg - E
REREE ag BEE RERER ag KEf
Within Within
1 year or Carrying 1 year or Carrying
on demand Total amount on demand Total amount
Thr Thr Thr T TR TR
HKS' 000 HKS' 000 HKS' 000 HKS$' 000 HK$"000 HK$'000
FiTESREE Non-derivative financial
liabilities
RRERARAMERT Accrued expenses
and other payables 4,407 4,407 4,407 4,983 4,983 4,983
ERESHE Amounts due to directors 336 336 33 260 260 260
4,743 4,743 4,743 5,243 5,243 5243
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)

MRE R Q)
AEBZHNEXEBRERRERE KA
EEEEBRXRERTER AR
AzMERRERRE MRS EFER

BFfELX ARAERREFEER

R SR B RITIF RS8R 2 B RFBH A
SEAREE AUAEERARAR
METeHReRRSFERALT
RHIRITEFEREAF RER -

) FEEE
TRFMARIAEBRAQAADH
BeRkBRESHEEE RZMIIE
IERR BB EE B HF X
WA -

Interest rate risk

The Group's interest rate risk arises primarily from cash
and cash equivalents and restricted bank deposits. The
Company’s interest rate risk solely arises from cash
and cash equivalents. The Group and the Company do
not anticipate significant interest rate risk to cash and
cash equivalents and restricted bank deposits 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 and the Company’s cash and cash
equivalents and restricted bank deposits at the end

of the reporting period:

r&EE
The Group
—E-mF —ZT-=f%
2014 2013
BRAI= TR ERME THET
Effective Effective
interest rate HK$' 000 interest rate HK$' 000
BeRFEESSEEE  Cash and cash equivalents 0%-0.35% 1,386,003 0%-0.38% 1,369,054
XBHBRTER Restricted bank deposits

0.35%-2.75% 3,296 = =

1,389,299 1,369,054
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)

= E b (E) ¢) Interest rate risk (Continued)
) FIRAAL (B) i) Interest rate profile (Continued)
LN
The Company
“E-INF —Z-=F
2014 2013
BRF= TET EIRA% TET
Effective Effective
interest rate HK$ 000 interest rate HK$' 000
B&RBEESFEBE  Cashand cash equivalents 0%-0.01% 5,051 0%-0.01%

i)

ERBEMERRFETZNER
T v fhE R R EE Ak T RS0
18 2 26 1% 07 D s 3 IS SR B AN R
& B i 16 518 R 38 AN sk AR 23
% 7 495,718,000 T (Z & — =
% 15,621,000/ L) o Fl RK=ZEE
EFS TR E RS S E M
DAL o

L SREE DT THIRE R B
RE R MAE A R R E
E o BRI HRERN R IRA L
FRZAEESRTARERMESF
EHAREEMRSR - SOEZE L
HARTERABAEIEEEAR
EHAERERMERZES A
REBREBHNENEEAEED
B c ZE—=F B UHERE
BB o

2NN DN R o Fep e S
SEAFEER o

i)

5323

Sensitivity analysis

As at 31 December 2014, it is estimated that a
general increase or decrease of 50 basis points in
interest rates, with all other variables held constant,
would decrease or increase the Group's loss after
taxation for the year and increase or decrease
retained profits by approximately HK$5,718,000
(2013: HK$5,621,000). Other components of
consolidated equity would not change in response
to the general increase or decrease in interest rates.

The sensitivity analysis above has been determined
based on the exposure to interests rates at the end
of the reporting period. The analysis is prepared
assuming the financial instruments outstanding at
the end of the reporting period were outstanding
for the whole year. The 50 basis points increase
or decrease is used when reporting interest rate
risk internally to key management personnel
and represents management’s assessment of the
reasonably possible changes in interest rates. The
analysis is performed on the same basis for year
2013.

The Company was not exposed to significant
interest rate risk at the end of the reporting period.
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)

d E¥ER d) Currency risk

AEBTERANEFBEEBTENY The Group is exposed to currency risk primarily through

eI G ETEEELE sales and purchases which give rise to receivables,

KR EEREBReRRECEEBEE payables, and cash and cash equivalents that are

mMESEERR SBREEEKRZE denominated in a currency other than the functional

BEERET - currency of the group entities to which they relate. The

currency giving rise to currency risk is primarily United
States dollars (“USD").

) BTREZBEERE i) Exposure to currency risk
TRAVNAREBRARARGKE The following table details the Group’s and the
NEEEERBAM N EE Company’s exposure to currency risk arising from
INEESEZERREERER recognised assets or liabilities denominated in a
X EEER - currency other than the functional currency of the

group entities to which they relate.
The Group
FEzERRR
(ATFETIE)
Exposure to currency risk
(expressed in HK$'000)
—E-mEF —E=F
2014 2013
EPH e
usb usD
JEARBR A N H b JEUCEL  Trade and other receivables 51,856 61,069
BeRkBEEEEE Cash and cash equivalents 15,849 9,329
FEMBRA R EMAERF  Trade and other payables (1,179) (1,243)
FrEiE 2 BEEER  Overall exposure to currency risk 66,526 69,155
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)
d) Currency risk (Continued)
i) Exposure to currency risk (Continued)
ARH
The Company
FiREZzEBER
(LTER5IE)
Exposure to currency risk
(expressed in HK$'000)

—E-mEF —E=%

2014 2013

EP =S

usbD usD

RekBReEEEE Cash and cash equivalents 3,292 3,497
H i &5 5K Other payables (1,172) (1,172)
Pz BEEMERK  Overall exposure to currency risk 2,120 2,325

ARBEBHINEIEZERE
ERBGEAEBTLETZINE
B - R TEIITHE B
HMEXHBEELTERK -

AR BRI ELINE B BERR
SNEHRBEK ARBREIE
FHNERR AREETERZE
BEHEREE RS -

The Company is mainly exposed to the exchange
rate risk on HK$ against USD for the foreign
currency denominated monetary assets and
liabilities. As HK$ is pegged to USD, the financial
impact on exchange rate is expected to be

insignificant.

The Group currently does not have a foreign
currency hedging policy in respect of its foreign
currency debts. The Group will monitor its foreign
currency exposure closely and will consider hedging

significant currency exposure should the need arises.
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(&)
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i)

TRINIAEE ZBRREEBER
R B M) R e AR 5 B B R A
HERAEEEARRZINEEX
Rz BAELRZEEEHME
MEL22%  WEREHDRR
BYERTE -

37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)
d) Currency risk (Continued)

HEER

gm/ (hD)

Increase/
(decrease)

in foreign

exchange rates

i) Sensitivity analysis
The following table indicates the instantaneous
change in the Group's loss after taxation and
retained profits that would arise if foreign exchange
rates to which the Group has significant exposure
at the end of the reporting period had changed at
that date, assuming all other risk variables remained

constant.
rEE
The Group

BBEER REEEE
"D/ (8 RRE NEER RS/ () RIRE
wREM/ (D) #m/ (Rd) wAEm ()
Decrease/(increase) Decrease/(increase)
in loss after Increase/ in loss after
taxation and (decrease) taxation and
increase/(decrease) in foreign increase/(decrease)

in retained profits

exchange rates in retained profits

—E-MF —T—=f

2014 2013

FHT THT

HKS$’ 000 HK$’ 000

%7 USD 5% 1,567 5% 1,136
(5%) (1,567) (5%) (1,136)

ERATZOMBERRRE AR
AIRAP BRI 2 M B ARIES
B 2T B et B 12 5 R HIR]
REAZERBESETUARE
Bl 2 P # BR At 18 04 ) ok B 1R % A
S AREERM -

Results of the analysis as presented in the above
table represent an aggregate of the instantaneous
effects on profit or loss after taxation and equity
for each of the Company’s subsidiaries established
in the PRC measured in the respective functional
currencies, translated into Hong Kong dollars at the
exchange rate ruling at the end of the reporting

period for presentation purposes.
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37. MBEBREEREMIAZAFE 37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
(&) OF FINANCIAL INSTRUMENTS (Continued)
d E#EEGE) d)

Currency risk (Continued)

i) EERES (E)
LI SREE AT Ty R RN IE K
ZEPERAREMFEAEER
RREEE R AEZEmIT
EMEE - hEA K -"FT—=

i) Sensitivity analysis (Continued)
The sensitivity analysis above has been determined
assuming that the change in foreign exchange rates
had been applied to re-measure those financial

instruments held by the Group at the end of the

F 2 HREEELT reporting period. The analysis is performed on the
same basis for year 2013.
e) KROEEAR e) Equity price risk

AEBERARRRRBATFEFEZSE
TRl M R AR 2 T AR AR A (B AR

The Group and the Company are exposed to equity price

risk through certain available-for-sale equity securities

Bk EAFERRESHRPHEE that are measured at fair value at the end of each
HAZTSHREHE - AEEGFY reporting period with reference to the quoted market

ERTRYERSRARE BB
DRTAEERERAR -

prices. The Group manages its exposure by closely
monitoring the price movements and the changes in
market conditions that may affect the value of these

investments.

RZZE—NE+=ZA=1+—8 - &R As at 31 December 2014, it is estimated that an increase
ZERLEALTRI0O%N (ZF—=F: or decrease of 10% (2013: 10%) in equity prices,

10%) ' FIEEMEHERTE S
AEBRAQARZEMEEKE R A
TE R IR A 491,728,000% 7T
(ZZ— =% : 968,000/ T) °

=

R—ZE-—NMEFR-ZT—=F+2A
=t—H BHRAEBERARRZE
BHERE—BLMERES Bt
AEBRAARGAIH L ERRES
AEERERERRAR AEERAX
RAZ AR ERSES A EERE
R Th B R T A F 5 R FE R AR
EMHZEREE -

with all other variables held constant, would have
increased or decreased the Group’s and Company's
other comprehensive income and fair value reserve by
approximately HK$1,728,000 (2013: HK$968,000).

As at 31 December 2014 and 2013, the Group and the
Company have concentration of equity price risk on the
available-for-sale equity securities as the Group and the
Company only held one listed equity security in their
investment portfolio. The Group’s and the Company’s
available-for-sale equity securities are exposed to equity
price risk due to the fluctuation of prices of the listed

equity security in the relevant stock market.
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37. WEREEREMIAZAYE 37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
(&) OF FINANCIAL INSTRUMENTS (Continued)

Fair value measurement

f AFENE )

) BAFETIECEHEERERE
DR R
TREIAKESRMTANEH
HBPREERREREUEREFE
MAFE YD BERBEBMER
SERF IR DFEFTEIAR
ER=BAFERR - #§RFE
FAEDENERDHESEATH
B EMBBABBENA BRI
REZMERET -

o FIRMHE:EERFIRE
AZE (AR E B HAR
BEESRBERARTIHNAR
RARBE) AENATE

o FRME:EAF2RBA
28 (AN REERIEVRA AT
BRG AR BYFEEA
EATABRBAREE
B RAFE - NAIBRE AR
BRMSBERETNEA
287

. E3MMEE: EREART
BEEAREH BN ATE

i)

Financial assets and liabilities measured at fair value
Fair value hierarchy

The following table presents the fair value of the
Group's financial instruments measured at the
end of the reporting period on a recurring basis,
categorised into the three-level fair value hierarchy
as defined in HKFRS 13, Fair Value Measurement.
The level into which a fair value measurement
is classified is determined with reference to the
observability and significance of the inputs used in

the valuation technique as follows:

e Level 1 valuations: Fair value measured using
only Level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or

liabilities at the measurement date

o Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are

inputs for which market data are not available

o Level 3 valuations: Fair value measured using

significant unobservable inputs
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)
f)  Fair value measurement (Continued)

i) Financial assets and liabilities measured at fair value

(Continued)

AEEREAR —2-mf&
The Group and the Company 2014
APEHEDEAR
Fair value measurement categorised into
AYE -8 et Z=R
Fair value Level 1 Level 2 Level 3
TERL TERL TER TER
HK$’000 HK$'000 HK$’ 000 HK$’ 000
AWML FEGE  Recurring fair value measurements
A E Available-for-sales
Ex equity securities 17,280 17,280 - -
AEERELNH ZT-=%
The Group and the Company 2013
RHEFEBDER
Fair value measurement categorised into
ATE R 1 E=]
Fair value Level 1 Level 2 Level 3
THAT TAT THET THET
HK$'000 HK$'000 HK$' 000 HK$’ 000
BEMLFEFE  Recurring fair value measurements
A E R A Available-for-sales
E5 equity securities 9,680 9,680 - -




g AwualRepori 04 FH
B ¥5 4R % B &

NOTES TO THE FINANCIAL STATEMENTS

BE-F-MFE+=-A=+—ALFE For the year ended 31 December 2014

37. BXEREEREMIAECZATFE

(&)

f)

9)

h)
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37. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)

f)

9)

h)

Fair value measurement (Continued)

i) Financial assets and liabilities measured at fair value
(Continued)
During the years ended 31 December 2014 and
2013, there were no transfers between Level 1
and Level 2, or transfers into or out of Level 3. The
Group’s policy is to recognise transfers between
levels of fair value hierarchy as at the end of the
reporting period in which they occur.

i) Fair values of financial assets and liabilities carried at
other than fair value
The carrying amounts of the Group’s and the
Company’s financial instruments carried at
amortised cost are not materially different from
their fair values as at 31 December 2014 and 2013.

Business risk

Substantial portion of the Group's revenue is generated
mainly from the sales of rare earth oxide products. The
revenue from the sales of rare earth oxide products is
dependent on the government restriction on mining of
rare earth mines and granting of export quotas of rare
earth products. The supply and prices of rare earth oxide
products would be fluctuated when the PRC government
imposes certain restrictions. Given the Group's substantial
reliance on sales and manufacture of rare earth products,
the Group’s revenue could be highly sensitive to changes
in the PRC government policy on the rare earth industry.

Environmental risk

Recently, the PRC government has conducted large
scale environmental protection inspections on all rare
earth enterprises in the PRC. Enterprises which failed to
meet the relevant environment requirements would be
forced to suspend operations. The Group has constantly
promoted environmental protection and has complied
with these environmental protection requirements.
Further stringent restrictions on the environmental
protection requirements could affect the Group’s
operations and financial performance.
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CONTINGENT LIABILITIES

Financial guarantees issued

As at 31 December 2013, the Group had given unconditional
guarantees to banks to secure bank facilities made available
to the Group’'s former joint ventures to the extent of
approximately HK$375,223,000 (2014: Nil). The maximum
liabilities of the Group under the guarantees were the amounts
of the facilities drawn down by the Group’s former joint
ventures, being approximately HK$85,215,000 (2014: Nil).

The Group had not recognised any deferred income in
respect of the above guarantees because the fair value of the
guarantees were insignificant. At the end of the reporting
period, the directors of the Company did not consider it was
probable that a claim would be made against the Group under

any of the guarantees.

LITIGATIONS

During the year ended 31 December 2012, Yixing Silver
Mile, the Group’s former joint venture, was in dispute with
a contractor about the quality and settlement of its plant
construction. Yixing Silver Mile became a wholly-owned
subsidiary of the Company during the year ended 31 December
2014. As at 31 December 2014, the contractor claimed
Yixing Silver Mile for settling the remaining contract fee of
approximately HK$34,854,000 (2013: HK$34,973,000) for
the plant construction. At the same time, Yixing Silver Mile
counter claimed the contractor for returning the contract fee
of approximately HK$62,426,000 (2013: HK$62,639,000)
for poor construction quality that cannot meet the relevant

construction standards.

As at 31 December 2014 and 2013, no judgement has been
received by Yixing Silver Mile from the court yet. The directors
of the Company have sought advice from its PRC lawyers in
this aspect. Based on the legal advice, the directors of the
Company are of the opinion that it is not probable the court

will find against Yixing Silver Mile.
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40.

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2014

Up to the date of issuance of these financial statements, the
HKICPA has issued a number of amendments, new standards
and interpretations which are not yet effective for the year
ended 31 December 2014 and which have not been adopted in
these financial statements. These include the following which
may be relevant to the Group.

HKFRS 9
HKFRS 14
HKFRS 15

Amendments to HKFRS 11

Amendments to HKAS 1

Amendments to HKAS 16
and HKAS 38

Amendments to HKAS 16
and HKAS 41

Amendments to HKAS 19

Amendments to HKAS 27

Amendments to HKFRS 10,

HKFRS 12 and HKAS 28

Amendments to HKFRS 10

and HKAS 28

Amendments to HKFRSs

Amendments to HKFRSs

Amendments to HKFRSs

Financial Instruments®
Regulatory Deferral Accounts?
Revenue from Contracts
with Customers®
Accounting for Acquisitions of
Interests in Joint Operations*
Disclosure Initiative*
Clarification of Acceptable
Methods of Depreciation
and Amortisation®
Agriculture: Bearer Plants*

Defined Benefit Plans: Employee
Contributions'

Equity Method in Separate
Financial Statements*

Investment Entities: Applying
the Consolidation Exception*

Sale or Contribution of Assets
between an Investor and
its Associate or Joint Venture*
Annual Improvements to HKFRSs
2010-2012 Cycle?

Annual Improvements to HKFRSs
2011-2013 Cycle!

Annual Improvements to HKFRSs
2012-2014 Cycle*
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40. POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2014 (Continued)

l Effective for annual periods beginning on or after 1 July 2014

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

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

& Effective for annual periods beginning on or after 1 January 2016

2 Effective for annual periods beginning on or after 1 January 2017

£ Effective for annual periods beginning on or after 1 January 2018

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

the consolidated financial statements.

In addition, the requirements of Part 9, “Accounts and Audit”,
of the new Hong Kong Companies Ordinance (Cap. 622)
come into operation from the Company’s first financial year
commencing after 3 March 2014 (i.e. the Company’s financial
year which began on 1 January 2015) in accordance with
section 358 of that Ordinance. The Group is in the process of
making an assessment of the expected impact of the changes
in Hong Kong Companies Ordinance on the consolidated
financial statements in the period of initial application of Part
9. So far it has concluded that the impact is unlikely to be
significant and will primarily only affect the presentation and

disclosure information in the consolidated financial statements.
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FINANCIAL SUMMARY
For the year ended 31 December
BE+t-A=t-HLEE
—E-NE —T-=F —T-ZF —T——F —T-TF
2014 2013 2012 2011 2010
THT T FET AT FET
HK$’ 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
EEE Turnover 1,183,786 1,488,282 2,101,918 2,213,354 1,116,755
HERA Cost of sales (1,297,045) (1,705,842) (2,544,843) (1,159,922) (863,718)
(£B) /E7 Gross (loss)/profit (113,259) (217,560) (442,925) 1,053,432 253,037
Rl (B598) /87 (Loss)/profit before taxation (103,753) (380,455) (687,158) 716,083 146,197
FTe#H () /&%  Income tax (charge)/credit (2,612) 10,749 (12,361) (176,285) (30,824)
RELEER (Loss)/profit from continuing
(B8) /&7 operations (106,365) (369,706) (699,519) 539,798 115,373
BRI EET Profit from discontinued
il operation = - - 15,661 23,668
AEE (BE) /8H  (Loss)profit for the year (106,365) (369,706) (699,519) 555,459 139,041
FE1h: Attributable to:
ARREEA Owners of the Company (97,191) (354,650) (679,702) 523,476 133,359
FERER Non-controlling interests (9,174) (15,056) (19,817) 31,983 5,682
(106,365) (369,706) (699,519) 555,459 139,041
As at 31 December
R+t=A=+-8
—E-mE —T-=F —T-CZF —T——F —T-TF
2014 2013 2012 2011 2010
TER AT FET FET FET
HK$’ 000 HK$' 000 HK$’ 000 HK$' 000 HK$' 000
TEEE Current assets 2,370,356 2,504,164 2,864,609 3,590,246 2,275,920
ERBEE Non-current assets 848,808 813,429 776,557 963,857 1,490,070
BEHE Total assets 3,219,164 3,317,593 3,641,166 4,554,103 3,765,990
mEAE Current liabilities 191,838 135,797 179,443 357,597 230,095
EER=Ni Non-current liabilities 5,982 6,401 25,812 31,505 94,960
BERA Total liabilities 197,820 142,198 205,255 389,102 325,055
BEFE Net assets 3,021,344 3,175,395 3,435,911 4,165,001 3,440,935
A Share capital 167,264 167,264 167,264 167,264 167,194
[ Reserves 2,827,708 2,971,591 3,218,388 3,927,652 3,237,179
ARRHEEA Equity attributable to owners
FEfh s of the Company 2,994,972 3,138,855 3,385,652 4,094,916 3,404,373
R ER Non-controlling interests 26,372 36,540 50,259 70,085 36,562

EReE Total equity 3,021,344 3,175,395 3,435,911 4,165,001 3,440,935
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