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FINANCIAL HIGHLIGHTS

A

REVENUE

HE+-_A=1+—BLEFE BEET
For the year ended 31 December HK$'M
2013 1,488
2014 1,184
2015 843
2016 709
2017 637
ERAREEABGEBIERE

NET LOSS ATTRIBUTABLE TO OWNERS OF THE COMPANY
BHE+-A=1+—BLLFE BEET
For the year ended 31 December HK$'M
2013 -351
2014 -93
2015 -257
2016 -104
2017 -83
EEFE

NET ASSETS

R+=ZA=+—8” BEET
As at 31 December HK$ M
2013 3,147
2014 2,998
2015 2,937
2016 2,655
2017 2,754
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To Shareholders:

On behalf of the Board of Directors (the “Board”), | 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 2017.

The price of rare earth declined persistently between 2011 and
2016. It hit the bottom in October 2016, with more than 90%
shrink when compared with the top in 2011. In the past few years,
apart from the lifting of export quotas and tariff measures, China’s
policies on the rare earth industry have been gradually established.
It has also stepped up adjustment of mining, production, circulation
and export policies in relation to the rare earth industry. However,
rare earth price still kept falling, and the reason was excess supply,
plus the emergence of a “black industry chain” as a result of illegal
mining, over-mining and illegal smelting and separation, which
seriously intervened with China’s regulation of the rare earth
industry. Since the end of 2016, China has started a new round of
work to return the industry to order, ranging from mining, smelting
and separation to resource utilisation, circulation, and export, and a
number of enterprises which had violated the law and broken rules
were punished for displaying business operation standards for the
industry. The six major rare earth groups arranged production
basically according to the indication in the country’s rare earth total
production volume control plan, as such, market order improved
and rare earth supply reduced. Driven by the rapid growth of new
energy vehicles, increasing demand for lighter and thinner flat panel
displays and environment protection requirement, demand for rare
earth magnetic materials, polishing powder and catalyst materials
increased, helping boost overall demand for rare earth materials.
Product price stabilised and rebounded in 2017, starting to turn

around the “volume up, price down” situation of rare earth export.
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TREHEE
CHAIRMAN'S STATEMENT

FINANCIAL RESULTS

For the year ended 31 December 2017, the Group recorded revenue
of approximately HK$637,162,000, down by approximately 10%
when compared to HK$709,120,000 in 2016.

During the year, crackdown on illegal and irregular rare earth
operations prevailed, the six major rare earth groups completed
consolidation resulting in a more compact supply chain, plus the
government carrying out three rounds of rare earth hoarding reserve
tendering, helped improve the supply and demand pattern and
pushed up rare earth price. In 2017, revenue from the Group's rare
earth products amounted to approximately HK$386,533,000,
representing a decrease of about 11% when compared to
HK$436,477,000 in 2016, and accounting for about 61% of the
total revenue of the Group. As for refractory products, revenue was
approximately HK$250,629,000, representing a decrease of about
8% when compared to HK$272,643,000 in 2016, and accounting

for about 39% of the Group’s total revenue.

The price of rare earth products and refractory products rebounded
during the year. In 2017, the Group's overall gross profit margin
was approximately 4% (approximately 1% last year). During the
year, there were times when the Group had to suspend production
of rare earth oxides and magnesium grains and expenses incurred
from those periods were approximately HK$39,550,000, as stated
under other operating expenses in the Group’s consolidated
statement of profit or loss. Around the end of the year, the Group
sold a subsidiary which principally engaged in manufacturing and
sales of fluorescent products and recorded loss on disposal of
approximately HK$5,697,000. Deducting all outgoings and
expenses, the Group incurred net loss for the year at approximately
HK$84,781,000, a drop of about 21% from HK$107,876,000 in
2016. Loss per share was thus improved from about HK4.45 cents
in 2016 to about HK3.54 cents for the year.
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BUSINESS REVIEW

Rare Earth Business

Revenue from the Group's rare earth segment was approximately
HK$386,533,000, an about 11% decrease when compared to
HK$436,477,000 in 2016. Gross loss margin of the segment stayed
at about 5%.

The three rounds of national rare earth hoarding reserve tendering
in China were completed in January, March and May 2017
respectively, which hoarded more than 8,000 tonnes of rare earth
products. The annual rare earth hoarding reserve plan made
progress for bringing rare earth price back to a reasonable level.
Price of most rare earth oxides in China was basically on the growth
track in 2017, trending up steadily in the first three quarters. Came
September, it reached the highest in two years and then slid slightly
due to that downstream customers were starting to adopt a
wait-and-see approach to the market supply and reduced
procurement. Some manufacturers took the lead to reduce
production to brace prices and that helped limit the drop in product

price in the fourth quarter.

The Group sold approximately 1,900 tonnes of rare earth oxides in
all during the year, similar to last year. Compared to the average
selling prices of the rare earth products sold by the Group last year,
those of samarium oxide and erbium oxide went up by less than
10%; those of praseodymium oxide, cerium oxide, europium oxide
and terbium oxide climbed up by about 25% to 40%, and
gadolinium oxide, neodymium oxide and holmium oxide prices went
up by approximately 60% to 80%. However, there were also price
drop in some rare earth products, such as dysprosium oxide and
yttrium-europium coprecipitates having an around 5% decline in
price and that of lanthanum oxide having dropped by approximately
15%.

Annual Report 2017 &3
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CHAIRMAN'S STATEMENT

As crackdown on illegal and irregular rare earth practices has
become a norm in China and the government has strictly
implemented its production directives, supply of rare earth resources
was tight during the year. The Group was unable to secure
sufficient raw material supply even though it had increased its
prepayments for rare earth procurement. To reduce wastage and
expense on labour wage due to limited production, and facilitate
the Group to upgrade its environmental protection facilities, the
Group has employed strategic adjustment to the production time
and arranged temporary suspension. Overall, the Group's rare earth
separation production lines have stopped operation for more than
six months in total in 2017, and most of the customer orders had to
be met by increasing trading products from outside. Despite the rise
in selling price, with the Group making provision for inventories for
products not in keen demand in the market and having longer
storage time, gross loss margin of the business division narrowed
slightly to about 5% during the year.

Despite that the sales amount of rare earth oxides increased against
the previous year due to an increase in unit price, it was not
sufficient to offset the reduction in sales amount of fluorescent
materials. Revenue from the rare earth segment in 2017 was down
by approximately 11% year-on-year.

As for the energy-saving lamps market, with the LED light industry
prospering, demand for trichromatic fluorescent lamps has been
decreasing gradually. The Group’s fluorescent materials business
had been in loss in the past few years. The Group tried to reverse
the situation by broadening sources of income and reducing
expenditure, but to no avail. Thus, it decided to dispose of its entire
equity interest in a subsidiary which principally engaged in
manufacturing and sales of fluorescent products. Before the
disposal at the end of the year, sales amount of the subsidiary
reduced by about 80% when compared with 2016, and sales
volume was down by about 55%. Although the selling prices of
blue and green phosphors rose by about 30% to 40%, they
accounted for only a small proportion of the sales volume, much
less than that of red phosphors, of which the selling price saw an
about 10% drop. As a result, sales amount contracted rather
markedly. Gross loss margin increased to about 12%. Loss of the
business division during the year amounted to about
HK$15,266,000.

Annual Report 2017 £
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By market, China remained the largest market for the Group's rare
earth products, contributing around 79% of the total sales amount
of its rare earth segment. As for overseas markets, Japan, Europe

and the US accounted for around 9%, 5% and 4% respectively.

Refractory Materials Business

In 2017, revenue from the Group’s refractory materials segment
was approximately HK$250,629,000, down by about 8% when
compared to the approximately HK$272,643,000 in 2016.

Segmental gross profit margin rose to about 18%.

During the year under review, the production volume of iron and
steel in China continued to surge when compared with 2016, while
the production volume of cement was similar to that in 2016.
Refractory materials are consumables for the iron and steel and
cement industries. The rapid growth in production volume of iron
and steel and the strong demand for cement output meant more
refractory materials were required, and in turn the demand for such
materials was released. At the same time, China has been placing
greater emphasis on environmental protection in recent years,
taking it as the prerequisite for realizing different policies. In 2017,
the Central Environmental Protection Inspection Team carried out
large scale environmental protection inspection in Liaoning Province,
with Anshan City and Haicheng City as main targets. The majority
of large production enterprises had to halt and make related
rectification and reforms while those small enterprises, which failed
to pass inspection, were forced to close down. As those regions are
the key production bases of magnesite in China, the above act
directly impacted the supply of magnesium grain. The price of
refractory materials generally went up during the year due to the
serious shortage in supply of raw materials against increase in
demand for the product. However, as the supply lead time in some
of the contracts for refractory materials signed by the Group with
customers was relatively long, the positive impact of price increase
was delayed. In 2017, the average selling prices of the principal
products sold by the Group such as alumina-graphite bricks only
increased by about 5% year-on-year, and those of magnesium
chrome bricks and casting materials grew by about 10% to 20%.
As for high temperature ceramics products, as the Group’s strategy
for the business in 2017 was to expand overseas market, their

average selling prices remained similar as in 2016.
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In terms of sales volume, the Group sold approximately 28,400
tonnes of ordinary refractory materials and high temperature
ceramics products, approximately 10% more when compared with

last year. Gross profit margin further rose to about 16%.

Regarding the magnesium grains business, with its production lines
in the region of Anshan and Haicheng, the Group was adversely
affected by the large-scale environmental recovery and rectification
initiative of the country during the year. Related impact on the
Group's fused magnesium grains production line was minimal, and
it operated normally in most of the time, except for the about a
month of halting production to prepare for and go through
inspection by the Central Environmental Protection Inspection Team.
Its output volume declined, however, mainly due to the decrease in
magnesite supply in the market. The Group’s high purity magnesium
grains production line was severely affected though, for albeit
efforts of the Group, including revamping completely its
eco-friendly dedusting desulphurization facility and hiring expert
advice, at the end of the year after inspection by different
government authorities, the related operations were still deemed
not meeting all of the country’s standards. Most of the time, the
production line was basically suspended from operation during the
year under review. The Group sold approximately 22,300 tonnes of
magnesium grains products in 2017, approximately a two-third drop
when compared with last year. However, the product price surged
by a notable about 70% year-on-year on average due to supply
shortage, which mitigated the impact of sales volume drop on sales
amount. Gross profit margin of the magnesium grains business
climbed to about 25%.

By geographical market, China remained the Group’s core market
for refractory materials business, which accounted for about 81%
of the segmental revenue. With respect to exports, Japan market
accounted for about 12%. At the Group's active effort to explore
and develop overseas markets for its high temperature ceramics
products, the proportion of revenue contribution of Europe and the

Middle East markets rose to about 7%.

Annual Report 2017 £

11



12

TRHRSE
CHAIRMAN'S STATEMENT

HERS
HR—EREBEAMBNEBRERR A&
B F A AR £ R {E500,0008 T & T R K
BREBARIRETHBEEREMBE R NE
mMEOEEBREAMBERARKAERE - X
SR-E—+E+-_A-+-HEK - T REZMW
ANE L EATA B EF 491,897,000 T KRB
AFE Rt B E D ERE K E51848,094,000
B HER 5 8EE B 45,697,000/ 7T o
EZMMBAR G AEEEHALER - A&
MEZRERW L RN AMBER L -

RE

BEEMEREMRRKOAR BLmEERED
FEEN BEERLEER ARFREFZE
BERMF -Z—TH HBLTEITHHER
£ BRBEERBITEFZERR - RRFKEF - P
BRI EEARASESKE  FEBLER
AREERLETT -

DISPOSAL TRANSACTION

The Group disposed of the entire equity interest it held in Silver
Mile Holdings Limited and its subsidiary Yixing Silver Mile
Fluorescent Materials Co., Ltd., which principally engaged in
manufacturing and sales of fluorescent products, at a cash
consideration of HK$500,000 during the year, as the fluorescent
materials business failed to turn around from continuous loss. The
transaction was completed on 22 December 2017. Taking into
account the net liability of approximately HK$1,897,000 before the
disposal and the cumulative exchange loss in the past years of
approximately HK$8,094,000 reclassified from equity, the loss from
the disposal amounted to approximately HK$5,697,000. The sale of
the subsidiaries allowed the Group to reallocate resources and
devote more resources to developing the rare earth and refractory

materials businesses.

PROSPECTS

Alongside the substantial increase in demand for new energy
products, the rare earth market has also become more and more
active. The demand for the rare earth, being an upstream resource,
is thus likely to climb again in the future. Moreover, the government
has stepped up crackdown on black market activities in its bid to rid
illegal rare earth mining. Generally speaking, the basic conditions of
the rare earth market in China will improve gradually and

accordingly rare earth price in China is likely to pick up steadily.
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As for the future of the industry, it will continue to improve at the
roll out of favourable government policies. With the Chinese
government leading, the six major rare earth groups will play a
dominant role in the industry in maintaining an orderly market and
accelerating internal consolidation of industry players. In turn, it will
also support relevant government authorities in implementing
reform policies to improve the integrated use of rare earth resources
and fighting against the “black rare earth” issue which shall be
tackled in accordance with the law and related rules and
regulations. The rare earth industry in China is going through a
critical period of development, requiring it to change its
development mode, optimise product structure, identify new growth
drivers and shift to high quality operation. The report of the 19th
Communist Party of China National Congress has laid down the
directions for the rare earth industry to increase supply and for
promoting green development of the industry. The Group will
continue to actively support environmental protection initiatives of
the country and upgrade its production facilities accordingly. Thanks
for the production facilities reformation in the aspect of
environmental protection during the production suspension for price
supporting in 2016, as announced in July 2017, the Group's
subsidiary Yixing Xinwei Leeshing Rare Earth Company Limited was
recognised as a “green enterprise” ranked top in the grading in the
environmental credit evaluation conducted in 2016 by the Jiangsu
Environmental Protection Department on 1,064 national key
pollution control enterprises. It is a testament to the Group's
outstanding achievement in the rare earth industry.

To grasp development opportunities in the improving market, the
Group enhanced its management team in February 2018. It
appointed Mr. Zhang Yourong, who has rich experience in the rare
earth industry, as General Manager of its subsidiary, Yixing Xinwei
Leeshing Rare Earth Company Limited, to be responsible for
operation of the Group's rare earth business. The Group hopes
Mr. Zhang will run the rare earth segment effectively drawing on his
abundant experience and well recognized industry position, helping
the business increase capacity and optimise operation, and in turn
improve its performance and turn around to profit as soon as
possible.

Moreover, the Group has just established an international operation
centre in Shenzhen, with the aim to consolidate its resources,
participate in science development, and provide with an outstanding
platform for enterprise display and information exchange.
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The Group will keep looking for reliable upstream rare earth
material suppliers in China and opening up more material supply
channels to ensure its rare earth production lines have access to
adequate supply of raw materials to operate steadily. The Group will
also continue to explore suitable sources of rare earth overseas, and
study the possibility of importing or investing in or cooperation with
regard to materials for rare earth production. Furthermore, the
Group is still studying the feasibility of investing in magnesite mine
in north-eastern China with the hope of completing vertical
integration of its operations as soon as possible and reap resulting
synergies.

LIQUIDITY AND FINANCIAL RESOURCES

The Group continued to adopt prudent financial arrangement and
retain adequate liquidity. As at 31 December 2017, the Group had
cash and bank deposits of approximately HK$1,665,102,000, similar
to that at the end of the preceding year. Net current assets of the
Group amounted to approximately HK$2,344,728,000, with total
liabilities to total assets ratio down to around 6%.

As in the previous two years, the Group continued in 2017 to sign
supply contracts with certain suppliers and made prepayments for
rare earth materials, thereby ensure it had access to sufficient
supply of raw materials and products at premium prices. During the
year under review, the supply arrangement of rare earth product for
trading was relatively smooth. Supply contracts were renewed upon
completion and prepayments were topped up. However, the supply
arrangement of the rare earth materials for production was
disappointing. There was a supplier who has cooperated with the
Group for some time experienced difficulty in making supply
arrangement in 2017. After rounds of negotiation, it still could not
supply sufficient materials to complete the contract and there was
certain portion of prepayments remaining on book by the end of
2017. Subsequent to negotiation, such amount will be fully
refunded in 2018, and it has been reclassified as other receivables
on the balance sheet. As the Group did not obtain sufficient raw
materials from the original suppliers in the review year, it has found
other material suppliers and signed supply contracts with them and
made relevant prepayments. Prior to year-end, the Group has
already received part of the raw materials. As at 31 December 2017,
prepayments made for rare earth materials totalled approximately
HK$224,160,000. The net proceeds of about HK$390 million raised
by the Company through the rights issue in 2015 had been fully
utilized to make prepayments for rare earth materials in these three
years.
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CHAIRMAN'S STATEMENT

In addition, with environmental measures in China causing tight
upstream supply of raw materials for refractory products, the Group
has already signed prepayment supply contracts with several
suppliers of raw materials for refractory products and made
prepayments, to ensure it has sufficient supply of raw materials to
meet the requirement of its improving business. As at 31 December
2017, the related prepayments made amounted to approximately
HK$93,700,000.

The borrowing arrangement with land and plant pledged to banks
and financial institutions at year-end 2016 ended subsequent to the

disposal of the fluorescent materials business in December 2017.

As at 31 December 2017, the Group had no charge on its assets,
nor had it held any financial derivative products. It was not exposed
to any material interest rate risk. As for foreign exchange exposure,
most of the Group’s assets, liabilities and transactions are
denominated in Renminbi, and the rest are in US dollars or Hong
Kong dollars. During the year, the exchange rates of Renminbi
increased slightly, but the overall trend was stable. The Group will
continue to monitor closely exchange rate fluctuation and changes

and work hard to lower its financial risks.

STAFF AND REMUNERATION

The Group streamlined its manpower structure according to its
development strategies and business needs. With certain production
lines suspended and because of the disposal of subsidiaries, the
Group's workforce shrank when compared with 2016. As at 31
December 2017, the Group had approximately 520 employees,
including a number of experienced professionals and university
graduates. Staff costs for the year decreased. During the year, the
Group's staff costs including directors’ emoluments amounted to a
total of approximately HK$44,015,000, around 20% less than in
2016. The Group continued to provide regular on-the-job training
and study opportunities to employees to assist them in maintaining

their professional competence.
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FINAL DIVIDEND
The Board does not recommend payment of a final dividend for the

year of 2017 (2016: nil).

CONCLUSION

Looking ahead, the Group will grab business opportunities with
professionalism. It will push to boost its competitive advantages by
drawing on the shrewd vision and proven management and
operation models afforded by its management team, embarking on
environmental governance heeding related industry policies and
innovating and improving its products by continuous integration of
corporate resources and optimization of production flow. Its
ultimate goal is to create long-term and high value returns for

shareholders.

Last but not least, | would like to take this opportunity to express
my sincere gratitude to fellow board members, the management
team, our business partners and staff for their remarkable

contribution to the Group.

Qian Yuanying
Chairman
Hong Kong, 28 March 2018
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EXECUTIVE DIRECTORS

Ms. Qian Yuanying, aged 59, is a founding member and was
appointed as the chairman of the Group in September 2017. Previously
Ms. Qian was the deputy chairman and chief executive officer of the
Group. Ms. Qian is responsible for the formulation of the Group’s
overall business development policies. 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 30
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, an executive director of the Group.

Mr. Jiang Quanlong, aged 65, is a founding member and was
previously the chairman of the Group until September 2017. Mr. Jiang
is responsible for internal and external coordination and development
of business relationship of the Group. 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.
Mr. lJiang is also a director of YY Holdings Limited, a substantial
shareholder of the Company. Mr. Jiang is the husband of Ms. Qian
Yuanying, the chairman of the Group.

Mr. Jiang Dawei, aged 34, joined the Group in 2006 and was
appointed as the chief executive officer and an executive director of
the Group in September 2017. Mr. Jiang is responsible for the
overall management of the Group and the marketing aspect of the
Group's business. Previously, Mr. Jiang was the head of the sales
department of Yixing Xinwei Leeshing Rare Earth Company Limited.
Mr. Jiang obtained a Bachelor degree of Business Administration
from Yangzhou University.

Mr. Jiang Cainan, aged 59, joined the Group in 1986 and was
appointed as an executive director of the Group 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 54, joined the Group in 2001 as an
independent non-executive director of the Group. 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 had been 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 66, joined the Group in 2004 as an
independent non-executive director of the Group. 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 82 joined the Group in 2012 as an
independent non-executive director of the Group. 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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SENIOR MANAGEMENT

Mr. Jiang Xin, aged 33, joined the Group in 2008 and was
appointed as the general manager of the Group 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 has also been 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, since September 2017.
Mr. Jiang is a son of Mr. Jiang Quanlong, an executive director of

the Group and Ms. Qian Yuanying, the chairman of the Group.

Mr. Jiang Hongjun, aged 59, joined the Group in 2000. Mr. Jiang
is the deputy general manager of the Group 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 81, 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. Zhang Yourong, aged 65, joined the Group in February 2018
as a vice president of the Group and general manager of Yixing
Xinwei Leeshing Rare Earth Company Limited. Mr. Zhang is
responsible for the operation of rare earth business. Previously, he
had been the general manager of several rare earth companies.
Mr. Zhang has over 30 years of experience in rare earth industry
and was once nominated as one of the most outstanding rare earth

entrepreneurs in China.
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Mr. Wang Jianping, aged 55, 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 20

years of experience in administrative management and sales.

Mr. Zhang Huilin, aged 65, 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.

Mr. Zheng Xiaowen, aged 35, joined the Group in February 2018
as a vice president of the Group, and is responsible for investment
and financing affairs. Mr. Zheng is experienced in advertising and
media communication and obtained a Bachelor degree in
Management from Yang-En University in Fujian. Previously,
Mr. Zheng was the chairman and the chief executive officer of a
culture communications company. Mr. Zheng is currently an
executive committee member of both Fujian Advertising Association
and Xiamen Advertising Association, and a professional member of

China Public Relations Association.

Mr. Zhang Jia, aged 35, joined the Group in February 2018 as a
vice president of the Group. Mr. Zhang is responsible for
administration and daily operations. Previously, Mr. Zhang worked
in a rare earth company and was in charge of administrative and
legal duties. Mr. Zhang is experienced in business operations and

work flow of the rare earth industry.

Mr. Law Lap Tak, aged 47, joined the Group in 1999 as the
financial controller and company secretary of the Group. 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.
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CORPORATE GOVERNANCE PRACTICES
China Rare Earth Holdings Limited (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 2017.

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
2017.
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BOARD OF DIRECTORS
The Board currently comprises seven members, consisting four
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:

BELRE 2THA
No. of meeting(s) attended/held
B=x EEg BRAE
Director Board meeting General meeting
BTES

Executive director
BrELt (M)

Ms. Qian Yuanying (NoteT)
BREEE (Hit2)

Mr. Jiang Quanlong (Note 2)
BAREEE (Hi23)

Mr. Jiang Dawei (Note 3)
BAmEE

Mr. Jiang Cainan

BIUFHITES

Independent non-executive director
BERERE

Mr. Huang Chunhua

SEEE

Mr. Jin Zhong

TEZRE

Mr. Wang Guozhen

Hrat -
1. BIRZLIR_FT—tFNALHAE HEZE
BREETERTRARACTAESTEEF -

2. BREAER-Z—LFNALRAE BEE
FEIRE-

3. BARBEER-_Z—tFNALAREZRER
ROIEERTRAEE - RERAFAR - 8177
ZREFEEH -

11/11 11
11/11 11
11/11 11
11/11 11

3/3 TER
3/3 N/A
11/11 0/1
11/11 0/1
11/11 1Al
11/11 1Al
11/11 0/1
11/11 01
11/11 171
11/11 171
Notes:
1. Ms. Qian Yuanying was redesignated from the Deputy Chairman of

the Board and Chief Executive Office to the Chairman of the Board
on 7 September 2017.

2. Mr. Jiang Quanlong resigned as the Chairman of the Board on 7
September 2017.

3. Mr. Jiang Daiwei was appointed as an executive director and Chief

Executive Officer on 7 September 2017. Three Board meetings were
held thereafter during the year.
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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

this 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.

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 refreshing directors’ responsibilities
was arranged for all directors at the Company’s head office. Except
Mr. Jiang Quanlong and Mr. Huang Chunhua, directors including
Ms. Qian Yuanying, Mr. Jiang Dawei, Mr. Jiang Cainan, Mr. lJin
Zhong and Mr. Wang Guozhen attended the seminar. Although
Mr. Jiang Quanlong and Mr. Huang Chunhua had not attended the
seminar, the related reference materials have been provided to them

for their own study.
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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. All directors have full and timely access to all
information of the Company as well as the services and advice from

the Company Secretary and senior management.

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.

Annual Report 2017 F3



ETERITHRAR
EXCTIRRTHRARATANACKREE - £
FRARHEARBE BBEBERBE  MTK
REMNBEASERT CBREBER -

REBEE-F—tHFT_A=+t—HLEFER" A
“EEFNALAE BRELLRIESS
ITE-B MBELARLIHAEFTSRTIRERTR
REPIREFSEIRE RA—K BARBEAE
BRZOERATESRITRAR -

BYFHITES
EFEeNBE_T—tF+-_A=+t—HLHF
BEA—BERALTRAGTEBZEEL =48
VHNTES HP LR AEEEXERAE
AR M B ERLRIATE o

ARBZBUFPTEENARBEZIEEA
T AEMBERRAKBEHEBEBIBCER
Biikgh REAKBERAADARME
FOUFEEFSLARETHBEREMBRGIMER
BAETEARRKE YRHRAZBRERT
& AREBRREERRZEENE - BB
FRTETPERRARANEEE  REM
FoBUBVINTEFCRELMARAE33
FRETFEBYIEHER -EFQRR MAEBIL
FRTEFHNE LMARAENMGME 2B L
HE#Es EBBUES -

PREBRS
CORPORATE GOVERNANCE REPORT

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
The Chairman of the Board and the Chief Executive Officer have

different roles and responsibilities. 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.

During the year ended 31 December 2017, Mr. Jiang Quanlong
resigned as the Chairman of the Board with effect from 7
September 2017 while Ms. Qian Yuanying was redesignated from
the Deputy Chairman of the Board and the Chief Executive Officer,
to the Chairman of the Board. On the same day, Mr. Jiang Dawei
was appointed as an executive director and the Chief Executive
Officer.

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 2017.

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 accepted a letter of appointment with the Company
for a term of two years. Each of the independent non-executive
directors has made an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules. The Board considers that
all independent non-executive directors meet the independence
guidelines set out in Rule 3.13 of the Listing Rules and 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

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:

4= BELRE BTHA
Member No. of meetings attended/held
BYFHITES

Independent non-executive director
TEPEE (/E)

Mr. Wang Guozhen (Chairman)
BERERLE

Mr. Huang Chunhua

SEEYE

Mr. Jin Zhong

gL BERZEETRETREMZIBERS
T BRTARRMRMAZ @5 BRE R E G R
WEZ ANERERMBHERER  BRRHT
EERFERZEMBET  EHRTARF ZHH
REFERE-

FHEES

FHZEe T 2RERANEFTIRUADT
EENERERARHMBRREETECE
R-YeHREZABHFMES -

3/3
3/3
3/3
3/3
3/3
3/3

During the meetings, the Audit Committee considered the
resignation and appointment of the auditor, 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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The composition of the Remuneration Committee and the
attendance of the Committee meetings during the year are as
follows:

K& BREURE BTHA
Member No. of meetings attended/held
BYFHITES

Independent non-executive director
BEERE (FF)

Mr. Huang Chunhua (Chairman)
eEEE

Mr. Jin Zhong

TEPEE

Mr. Wang Guozhen

Kot FMZESRN THFMBRMEES
ZHFMESMESTSHEHL TS -

REZET

REZEGZIZEREARZECRBNESS
REZTCBREHNESE ZAMNK - 7w RipE
NEZEZEREZTIZAIBERR HIER
EREFRANZEZABEF REFEHE
EREREME  RARBUIERTES BN

FRHER -

REZBEZHEKRAEEZECSZ2HE
BRIAT :

2/2
2/2
2/2
2/2
2/2
2/2

During the meetings, the Remuneration Committee reviewed the
remuneration policy and recommended the remuneration packages
of the directors to the Board.

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:

& BRLE ETHAE
Member No. of meetings attended/held
BYFHITES

Independent non-executive director
SERE (L)

Mr. Jin Zhong (Chairman)

BERELL

Mr. Huang Chunhua

TEBZ KL

Mr. Wang Guozhen

2/2

2/2
2/2
2/2
2/2
2/2

Annual Report 2017 &3



Kozl REZEERATARRIZESSA
R BYFRTEENBYIMERESTENESZT
EBRR - RERZBERA/RRRIZEZSANE

th

=N}

ESCER
ARRMABERARTRELNESTAEZLE
:Eﬁﬁkﬁ R REFEZENBHERE
AREERRATEBERARE -

RIEAAE108ARBIE BT EAEEREER
Eﬂ%ﬁéﬁﬂﬂﬁg‘é THRRBFRE LHERE %
ARERLMEERBE-

BEBEARE 26 BABREE(R_F—tF
NALREZE) KBEEEZANKBTHRRE
FRE HABERYMBEREL-

ESUNBEBRMAZER

EEHARFAERRIBE_FT—tE+-A
ST-BLFEMBHRRNEME REEERA
o S BR R £R 1B B O B & B B R 2
%E&ﬁﬁ?ﬁ%Zﬁﬁ“ﬁi‘%ﬁ%%Zﬁ&°E’$?ﬁa§'%
MBEHRRE  EFARRENEESTRER - M
BERIEBECEEERH -

RRAGEMRERTBERRZREETEHR
AERESOHE61 BB ZHAMRENR -

PREBRS
CORPORATE GOVERNANCE REPORT

During the meetings, 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.

In accordance with Articles 108(A) and (B), 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.

In accordance with Article 112, Mr. Jiang Dawei who has been
appointed by the Board on 7 September 2017 shall hold office until
the forthcoming annual general meeting and being eligible, offer

himself for re-election.

DIRECTORS’ RESPONSIBILITIES ON THE FINANCIAL
STATEMENTS

The Directors acknowledged their responsibility for preparing the
financial statements of the Company for the year ended 31
December 2017. 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 50 to 61 of this annual
report.
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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$3,185,000. In addition, the auditor also provided
services in connection with the disposal of subsidiaries of the
Company at a fee of HK$100,000. There was no other non-audit

service provided by the auditor.

RISK MANAGEMENT AND INTERNAL CONTROL
The Group has established a risk management framework, which
consists of the Board, the Audit Committee and senior management

of the Group.

The Board evaluates and determines the nature and extent of
principal risks that is acceptable in achieving the Group's strategic
objectives, and acknowledges its overall responsibility for
maintaining appropriate and effective risk management and internal
control systems. The Audit Committee supports the Board in
monitoring the operating effectiveness of the risk management and
internal control systems, while the senior management is
responsible for the design and implementation of relevant
procedures. Such systems are designed to manage rather than
eliminate the risk of failure to achieve business objectives, and can
only provide reasonable and not absolute assurance against material

misstatement or loss.

The Group has adopted various risk management procedures and
guidelines with defined authority for implementation by major units
or departments, including sales and collection, procurement and
payment, production and warehousing, finance and treasury as well
as fixed assets management. Each major unit or department is
responsible for daily risk management activities, including
identifying major risks that might impact on the Group’'s
performance, accessing and evaluating the identified risks according
to their likely impacts and the likelihood of occurrence, formulating
and implementing measures, controls and response plans to manage
and mitigate such risks. During monthly regular meetings heads of
major operation units or departments discuss the business and report
the risk management and internal control matters to the Group’s Chief

Executive Officer, who is directly responsible to the Board.
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The Board has entrusted the Audit Committee with the
responsibility to oversee the risk management and internal control
systems on an on-going basis and to review the effectiveness of the
systems annually. To perform the internal audit function, the Group
has conducted a review of the effectiveness of the risk management
and internal control systems with the assistance of an independent
advisor during the year ended 31 December 2017 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. Although there is room for
improvement, no significant deficiency of the internal control has

been identified in the review.

The Group has maintained internal guidelines for ensuring that
inside information is disseminated to the public in an equal and
timely manner in accordance with the applicable laws and
regulations. Senior executives of the investor relations, corporate
affairs and financial control functions of the Group are delegated
with responsibilities to control and monitor the disclosure of inside
information. Access to inside information is confined to relevant
senior management on “need-to-know” basis. Relevant personnel
and other professional parties involved are reminded to preserve

confidentiality of the inside information until it is publicly disclosed.

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.

Annual Report 2017 £

31



32

PXEBWS
CORPORATE GOVERNANCE REPORT

Hﬁ%?@ikﬁ&l&%%%%lm@(FH&%%E‘JKE’*J)

ERMAEXHRLIRENRNGA - +2%
E&erﬁié‘ TR ERHIISREEREER
MFE RERFREMCEBEN - BRRNER
RELZMAERER EMRANENBERRT
AET TERRBRAG LAMREE 2 KRR
BRERUHBETARR  XRRBRRAE L3
RBEFRETREMEERENREF(ELERE -
ELREZEEBUEREETHE  MRRERS
TN AR R RAEAE L -

AR E R R AR A A7) AR 4 E AR 4D Bl 64k
E2RAFABRBHIAEG - RREBARRFHIARE

ZERFIET

1. REBEZFREZARBRBEALAAARET
RERAEEZZHRBRATOR+ 5
Z—H—BHUERE(HERAD A
NEERBNERANREZZHRREL
ARG UEBZEREFERZMIM
EIF o

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 pursuant to the Listing
Rules. 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.

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.
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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 Town, Yixing City, Jiangsu Province,
the People’s Republic of China

Attention: Company Secretary

Registered office of the Company

Address: Cricket Square, Hutchins Drive,
P.0. Box 2681, Grand Cayman
KY1-1111, Cayman Islands

Attention: Company Secretary

Shareholders must provide their full name, contact details
and identification in order to given effect thereto.
Shareholders’ information may be disclosed as required by

law.

The EGM shall be held within two months after the deposit

of such requisition.

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.
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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 lce 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.

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.
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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
maintains 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 2017.

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 19 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 2017 are
set out in the consolidated statement of profit or loss on page 62 of

this 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 29 to the

financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company'’s reserves available for distribution comprise the share
premium account and retained profits/accumulated losses. As at 31
December 2017, the reserves of the Company available for
distribution to shareholders amounted to HK$2,211,313,000.

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

years is set out on page 172 of this 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 movements in the share capital of the Company during

the year are set out in note 29 to the financial statements.

BORROWINGS
Details of the borrowings of the Group as at 31 December 2017 are

set out in note 27 to the financial statements.

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

12 to the financial statements.

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

this report are:

Executive directors

Ms. Qian Yuanying (Chairman)

Mr. Jiang Quanlong

Mr. Jiang Dawei (Chief Executive Officer)
(appointed on 7 September 2017)

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.
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In accordance with Article 112 of the Company’s Articles of
Association, Mr. Jiang Dawei shall hold office until the forthcoming
annual general meeting and being eligible, offer himself for

re-election.

As at 31 December 2017, 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.

CHANGE OF INFORMATION ON DIRECTORS
The change and updated information regarding the Directors of the
Company since the Company’s last published interim report and up

to the date of this annual report are set out below:

1. Ms. Qian Yuanying, an executive director, who was
redesignated from the Deputy Chairman of the Board and
Chief Executive Office to the Chairman of the Board on 7
September 2017 after Mr. Jiang Quanlong resigned as the
Chairman of the Board on 7 September 2017.

2. Mr. Jiang Quanlong, an executive director, who resigned as
the Chairman of the Board on 7 September 2017. In
addition, he resigned as an executive director and the
chairman of the board of directors of Pan Asia
Environmental Protection Group Limited, the shares of which
are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”), on 15 September 2017.

3. Mr. Jiang Dawei was appointed as an executive director and
Chief Executive Officer on 7 September 2017.
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DIRECTORS" AND CHIEF EXECUTIVES' INTERESTS AND
SHORT POSITIONS

As at 31 December 2017, the interests and short positions of the
directors and chief executives of the Company and their respective
close associates in the shares, underlying shares and debentures of
the Company and its associated corporations as recorded in the
register kept by the Company pursuant to Section 352 of the
Securities and Futures Ordinance (“SFO") or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers were as

follows:
1. Interests in shares of the Company

HAERABRERT
BABNBE DL
% to the issued

share capital of

RO E

Number of shares the Company

BT EREZKIA 744,755,200 (Afit1) 31.80%

Qian Yuanying Founder of a trust 744,755,200 (Note 1) 31.80%

TR EE NG - Eind 21,000,000 (Afz2) 0.90%

Qian Yuanying Interest of controlled corporation 21,000,000 (Note 2) 0.90%

BREE [Ep Tyl st yNC - T 765,755,200 (fat1k2) 32.70%

Jiang Quanlong Interest of spouse/Interest of 765,755,200 (Notes 1 & 2) 32.70%

controlled corporation

BARE ERBBEA 530,077 0.02%

Jiang Dawei Beneficial owner 530,077 0.02%

Hiat : Notes:

1. 744,755,200 R A tF A B BYY 1. 744,755,200 shares are held in long position through YY
Holdings Limited# & + £ 2 &8 21T Holdings Limited, the entire issued share capital of which is
% AR BYY Trustf) X5 AYYT (PTC) held by YYT (PTC) Limited, the trustee of YY Trust, the
LimitedfiEE  MEXBSABEREL discretionary object of which is a company wholly owned by
EHREETEL T REF2EHA Ms. Qian Yuanying, the spouse of Mr. Jiang Quanlong, and
HAT IR EEHERBERGEXVHEZ her sons. Ms. Qian Yuanying is a founder of YY Trust within
TEHRBITELZTAYY TrusthI LA © the meaning under Part XV of the SFO. Mr. Jiang Quanlong
BRELAERBTHEL LT AYY and Ms. Qian Yuanying are the directors of YY Holdings
Holdings Limited#) 2 = o Limited.

2. 21,000,0000% LA 4F & i& iBPraise 2. 21,000,000 shares are held in long position through Praise

Fortune Limited#¥ & @+ EE #1TIRA
#939.93% £ i R #E 5t 4 M B B 88 T 3R
ZE+#EHH BT ELZT BPraise
Fortune Limited® & = -

Fortune Limited, 39.93% of its issued share capital is held
by Ms. Qian Yuanying, the spouse of Mr. Jiang Quanlong.
Ms. Qian Yuanying is a director of Praise Fortune Limited.
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2. REBLFTRG HEROIRAEER 2.

(a)

(b)

in associated corporations

Interests in shares, underlying shares or equity interests

MBI EIRERA 7] Microtech Resources Limited
EZARERITRA
= BEME 55 ERTROERIRBE FZROERNE D
% in the class
of shares in the
Nature of interest/ Number and class issued share capital
Director Capacity of issued shares of the company
TR EsBEBA EIRFEREIRILA 3,000,000 30%
Qian Yuanying Beneficial owner 3,000,000 non-voting deferred shares 30%
BRE ERBERA EREREILAR7,000,0000% 70%
Jiang Quanlong Beneficial owner 7,000,000 non-voting deferred shares 70%

E BRI LB R A]

Yixing Xinwei Leeshing Rare Earth Company Limited

B=x EEME 55 RAEZBE DL
Director Nature of interest/Capacity % equity interest
BREE EE NI 5 5%
Jiang Quanlong Interest of controlled corporation 5%
et - Note:

ZERBZDNERERTREEERA
AEFE ZTBECERBRELERE
BO%EL B TEI0%ERHE T
BE - BLETAZLENEERE
/\o

| Report 2017 &

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.




(c)

YY Holdings Limited

EEBHSE
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(c) YY Holdings Limited

HEATERITRE

Bz BENE 546 BRITRGENREA HZROERNED L
% in the class

of shares in the

Nature of interest/ Number and class issued share capital

Director Capacity of issued shares of the company
BITH EFEZBSZA LRRM 1A% 100%
Qian Yuanying Founder of a trust 1 ordinary share 100%
BITH EFEZBSZA B 5 1725,0008% 100%
Qian Yuanying Founder of a trust 25,000 preference shares 100%
R EE RERF 2 B BB 1K 100%
Jiang Quanlong Interest of controlled corporation 1 ordinary share 100%
R EE RERF 2 B B 5E8&1725,0008% 100%
Jiang Quanlong Interest of controlled corporation 25,000 preference shares 100%

Wit -

YY Holdings Limitedf) % &8 2 %17 8%
AAYY Trustf) 5 AYYT (PTC)
LimitedfT# 8 - MEZ A BB RE
EENEBETRZIRETE2ER
BEHATE - BEHFRAERIEXVE
ZEBEBEITELZ LT AYY Trusthy kL
A BRELERBTRERLZLTAYYT

(PTC) LimitedM) & »

BREMEEN RZF—+tF+=A=+—8"
RIE 3% 5 R ERDI ] E3521
RFE - BERRRAEFHEETBRAEREER
FRBALTRARARREBB AR KRG - HE
M&fn REH A XWAR AIFE M

iRz BER

5L

HRAR -

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.

Save as disclosed above, as at 31 December 2017, none of 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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IERREER KR

BEEEMRM N-_F—tFt-A=t—R"
ADRKRIE [ #5 R RG] E336fFkM T E 2
B AmE BRARREEREIETHAR
S - HALRRRFFH AR R MR R ABRA AR A7 A0 1
#wRKRWT -

1. 2EEBTRABYYT (PTC) LimitedFf #
BHIRFIYY Holdings Limited A Bz # A
A D FAE AR ARH744,755,2008% -
WIEARRRIBEITRHA31.80% °

2. YYT (PTC) Limited# R BFEEFMER =
B BITRAMYY Holdings LimitedFT#
BH AR B3 744,755,200 H #EZS o

BEREEN RZ2—+F+=ZA=+—8"
RE[EHLAE G F336EMEFEZE LM
NFFE - RARBEEREIEZTHARIN &
Hg AMEBAARRRRAR R Z B 548 R A
DRAEAERIAR -

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS

So far as is known to the directors, as at 31 December 2017, 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 744,755,200
shares of the Company, representing approximately 31.80%
of the issued share capital of the Company as beneficial

owner.

2. YYT (PTC) Limited was deemed to be interested in
744,755,200 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 2017.
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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 for the purpose of providing
incentives to participants for their contribution to the Group. During
the year ended 31 December 2017, 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
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.

6. Any offer for the grant of an option may be accepted by the
participant within 21 days from the date of offer with a
consideration of HK$1 paid.
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7. The exercise price may be determined by the directors

provided that it should not be less than the highest of:

(i) the closing price of the shares of the Company as
stated in the Stock Exchange’s daily quotation sheet

on the date of offer;

(ii) the average closing price of the shares of the
Company as stated in the Stock Exchange’s daily
quotation sheets for the five business days

immediately preceding the date of offer; and

(iii) the nominal value of a share of the Company.

8. The New Scheme is valid and effective for a period of 10
years from 6 June 2014, the date on which the Scheme was

adopted.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement,
which enables any of the directors or chief executives of the
Company or their spouses or children under the age of 18 to
acquire benefits by means of acquisition of shares in, or debentures

of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS
During the year, the Group paid approximately HK$832,000 as
rental expenses to Mr. Jiang Quanlong for the use of his office

premises.

During the year, the Group paid approximately HK$61,000 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 31 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.

PERMITTED INDEMNITY PROVISIONS

During the year, the Company has in force indemnity provisions as
permitted under the Cayman Islands Companies Law for the benefit
of the directors of the Company. The permitted indemnity
provisions are provided for in the Company’s Articles of Association
and in the directors and officers liability insurance maintained in
respect of potential liability and costs associated with any

proceedings that may brought against the directors.

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 16%
— five largest customers combined 44%
Purchases
— the largest supplier 55%
— five largest suppliers combined 67%
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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, have 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 35 of this

annual report.

BUSINESS REVIEW
A review and prospects of the business of the Group are discussed

in the Chairman’s Statement on pages 6 to 16 of this annual report.

1. Principal risks and uncertainties
Business environment changes continuously and the Group
is facing significant risks and uncertainties associated to it.
Instabilities in the global economy, especially in China, led
to fluctuation in the market supply and demand of rare
earth products and refractory materials products. In
addition, the attitude and the policies implemented by the
Chinese Government will have great impact on the markets
and will fluctuate the prices, supply and demand. Moreover,
the development of advanced technology will lead to new
application of rare earth and it may also derive new demand
for rare earth. The Group will closely monitor the market
trends and derive appropriate strategies to cope with the

changes ahead.

2. Key financial performance indicators
Analysis of key performance indicators including gross profit
ratios are set out in the Business Review section of
Chairman’s Statement on pages 8 to 11 of this annual

report.
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Environmental policies and performance

The Group is fully aware of the importance of environment
protection on the Group’s sustainability and future
development. The Group devotes to minimizing the release
of water, air and sound pollutants to the production
environments. All wastage are discharged and handled by
appropriate entities. The Group had undergone a series of
energy-savings and anti-pollution innovations to maintain its
leadership status in environment protection among the peers
in the industry. The Group did not aware of any
non-compliance of the laws or regulations on environment
protection during the year, except that the performance of
the dedusting desulphurization facility in the Group's high
purity magnesium grain production line failed to meet all of
the country’s standards that need to suspend production

temporarily.

Compliance with laws and regulations

Most of the Group’s operations are situated in China and so
all of those laws and regulations which can affect foreign
invested enterprise’s operation in China, including the
Company Law, Law of Foreign-Capital Enterprises and
Regulation on the Administration of the Import and Export
of Goods are critical to the Group. In addition, those
provisions implemented by the Chinese Government in
relation to the rare earth industry such as “Several Opinions
of the State Council on Promoting the Sustainable and
Healthy Development of the Rare Earth Industry” and “Rare
Earth Industry Access Conditions” also have significant
influence to the Group’s operation. The Group did not
aware of any violations on the above laws and regulations

during the year.
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5. Relationship with key stakeholders
The Group shares a view that its staff is critical to its
success. The Group has provided a comprehensive staff
remuneration and welfare system. It also provided regular
training and study opportunities to employees to assist them
in maintaining professional competence. All staff had
entered into appropriate employment contract with the

Group so as to be protected by relevant labour laws.

The Group accumulated a large number of customer bases
all over the world. The Group has always focused on
maintaining good customer relationship. Every year, the
management and sales team visit customers and listen to

their needs so as to adjust its sales strategy.

The Group sources different materials with different
suppliers. The Group would not depend on a single supplier
to avoid the concentration risk. The Group maintains a
healthy procurement system and maintains good

cooperation relationship with suppliers.

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 Rules Governing the

Listing of Securities on the Stock Exchange during the year.
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SEEWRS
DIRECTORS' REPORT

AUDITOR

Crowe Horwath (HK) CPA Limited, who acted as the auditor of the
Company since 2013, resigned on 24 January 2017 and Ascenda
Cachet CPA Limited was appointed as auditor of the Company on

the same day.

The consolidated financial statements for the year ended 31
December 2017 have been audited by Ascenda Cachet CPA Limited.

Ascenda Cachet CPA Limited will retire and, being eligible, offer
itself for re-appointment. A resolution for the re-appointment of
Ascenda Cachet CPA Limited will be proposed at the forthcoming

annual general meeting of the Company.

On behalf of the Board

Qian Yuanying
Chairman

Hong Kong, 28 March 2018
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
CHINA RARE EARTH HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China
Rare Earth Holdings Limited (the “Company”) and its subsidiaries
(hereinafter collectively referred to as the “Group”) set out on
pages 62 to 171 which comprise the consolidated statement of
financial position as at 31 December 2017, and 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 notes to the consolidated financial

statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at
31 December 2017, and of its consolidated financial performance
and its consolidated cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and have been properly prepared in
compliance with the disclosure requirements of the Hong Kong

Companies Ordinance.
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BASIS FOR OPINION
We conducted our audit in accordance with Hong Kong Standards

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

provide a basis for our opinion.

KEY AUDIT MATTERS
Key audit matters are those matters that, in our professional

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

addressed the matter is provided in that context.

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

opinion on the accompanying consolidated financial statements.

Annual Report 2017 £

51



52

18 Y 1% 6 ¥ &
INDEPENDENT AUDITOR’S REPORT

B BEFETIEXHZYF BERREUREEHN TRNLLHEEZBHETE

Impairment assessment on property, plant and equipment, and prepaid lease payments on land under operating

leases for the Group’s key businesses

FRE R BRENE2(9) R4(a) 2 EFREFHRTEE - HEFRIGFTURGEEHEN L 17R 182 B
Refer to notes 2(g) and 4(a) to the consolidated financial statements for the directors’ disclosures of the related accounting
policies, judgements and estimates and notes 17 and 18 to the consolidated financial statements for further information.

RRETEE
Key Audit Matter

EEBR_T—+tHF+_A=+—BzZY%E BELEZE
DA R £ & AH 40 T T 5 £ 3048 & 9 5l £9254,983,0007% 7T}
139,965,000/ 7L * &/ BEEE®H L EH LM AEBH
ReELBN((REELEN])FRFEER_Z—+F
T2 A=+ -—BZEREEDFI4%170,971,000% T &
223,969,000/ 7T °

The Group’s property, plant and equipment, and prepaid
lease payments on land under operating leases were
approximately HK$254,983,000 and HK$139,965,000,
respectively, as at 31 December 2017, of which the
carrying amounts of these assets in the Group’s cash
generating units (“CGUs"”) of rare earth business and
refractory business were approximately HK$170,971,000
and HK$223,969,000, respectively, as at 31 December
2017.

RNERRPHELEER - BEXERBABRIDERES
EEENREEEBUNTHREeELEBVRS HERED
R WMERBATR » EEEMEARSEEEMHATK
B¢

At the end of each reporting period, the Group performed
review on the Group’'s CGUs based on internal and
external sources of information to assess whether there is
any indication that the CGU may be impaired. If any such
indication exists, the Group will estimate the recoverable
amount of the CGU.

REHERENS ZFEEIRERCELEN - MERE
EEBMzANEeEREEEFARSRERARERE
B EETE - PNETRERGR - ERESRAE R
HRReEFENRETRABEFESRZERRR &
BEEFHE  REBERERPEE -

For the purpose of assessing the impairment, these assets
were allocated to CGUs, and the recoverable amount of
each CGU was determined by management based on value
in use calculations using cash flow projections. In carrying
out the impairment assessments, significant management
judgement was used to appropriately identify CGUs and to
determine the key assumptions, including operating
margins, terminal growth rates and discount rates,
underlying the value in use calculations.

REFPEERRETBRZAE
How our audit addressed the Key Audit Matter

ZEN BESENReELBUNZETEERNREN GATE
fTiFesE (EFBE) UTHHE

Our procedures in relation to impairment assessment of
these assets on the Group’s CGUs included, among others,
the followings:

o BRI EXENSHEEKRESYH BEEEEBHNTHE
A ERENREEEMMER

e Assessing management'’s identification of CGUs based
on the Group's accounting policies and our
understanding of the Group's businesses;

o EHEREY BEERRCELBMREDRZME
e Reviewing management’s assessment of impairment
indication on the Group's CGUs;

o TLABERNER  EHRETBIEE
e Assessing the competence, capabilities and objectivity
of the Valuer;

o CTEfRERIFTE B AERITNERIE RS
e Assessing the relevance and reasonableness of
valuation techniques used by the Valuer;

o KiEWReNENEFTSLIEBEETLEER « R4
ZERENHRE

e Comparing the underlying cash flows to board
approved budgets and assessing how these budgets
are compiled;

s BAFEMERREREEEZFRENEBAETL
B UEERHEEA (BFERR) =BBNER

e Comparing the current year actual cash flows with the
prior year cash flow projections to consider if the
projections included assumptions that were overly
optimistic;
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B BEEEIEXEHRZYF  BERREUREEHN AN LHEE2ZHETE (&)

Impairment assessment on property, plant and equipment, and prepaid lease payments on land under operating

leases for the Group’s key businesses (Continued)

RRETEE
Key Audit Matter

EREREmA RZTE—tF+A=+—8  MAEH
ReEFEUNZEEETRATRETR -

The management concluded that there was no
impairment indication in respect of these assets for the

CGU of refractory business as at 31 December 2017.

HRIEBReELEUNS  ANEREN-_T—+F
TZA=T—B®RRETR - BB EITRERE °
—tEFTZA=T—H BIEBREELEMHNAK
E&EH EXEZ2E EREZENBUAEREE
mER ( [fHERN] ) REREEFE ( [HE] ) &E
o REBME BIEBREELBUNAIKEEBRSR
HRZZE—+F+-_A=+—HNKEE X BLRES
RE RZE—tF+-RA=T—"HUERK TEXLKRE
EE BRI ERSE
For the CGU of rare earth business, impairment
assessment was conducted by the management as a
result of impairment indication identified as at 31
December 2017. The recoverable amount of the CGU of
rare earth business as at 31 December 2017 was
determined by the Group with reference to the value in
use calculations (the “Valuations”) performed by an
independent qualifed professional valuer (the “Valuer”)
engaged by the Group. Based on the Valuations, the
recoverable amount of the CGU of rare earth business
was higher than its carrying amount as at 31 December
2017 and, in the opinion of the directors of the
Company, no impairment loss was recognised in respect
of the CGU of rare earth business as at 31 December
2017.

REGFHEERRENZTEZEE
How our audit addressed the Key Audit Matter

o BEEFNEBRITEAZNEARBRRNSEE (B
EREMBER  HBRERERHRE) &

e Assessing the reasonableness of key assumptions
(including operating margins, terminal growth rates
and discount rates) based on our knowledge of the

business and industry; and

o BBABBEXRBRUE  JINEIEER  UZR
ZERENREL -

e Reconciling input data to supporting evidence, such as
approved budgets and considering the reasonableness

of these budgets.
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EREFEAE

Valuation of the Group’s inventories

FLHG A BIREMNZ20) RA()EFREFHETHE « B RIGFTAREENFHEZME212E—FEH -

Refer to notes 2(h) and 4(a) to the consolidated financial statements for the directors’ disclosures of the related accounting

policies, judgements and estimates and note 21 to the consolidated financial statements for further information.

RREETEE
Key Audit Matter

RZZ—tF+=-A=+—8 "
172,762,000 7T °

The carrying amount of the Group’s inventories was
approximately HK$172,762,000 as at 31 December 2017.

EEEFENREENR

EEECARTERBBED G EBRM TR IR
ETHEMR G ABEEFEZAIZEEE - BRI R
BEAMEFRERER -

Management determined the net realisable value of the
inventories by using the estimated selling prices in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make the

sale, which involved significant estimates and assumptions.

EEMREEBEAAE - DREBEFEEHEELRNIAH
BRREEMmEL -

The determination of the basis of write down is a
significant judgement based on historical experience of

stock losses and expected future sales prices.

REGFHEEFARENETEZEE
How our audit addressed the Key Audit Matter

EEREREREY ERETECREENHETIREFRE
(EHBHE) LATFEHE :

Our procedures in relation to management'’s assessment of
the carrying amount of the Group’s inventories included,

among others, the followings:

s THREEEMAFEMNERFENAE KIHEERE
B BE TR ERE

e Obtaining an understanding of how management
estimated the net realisable value of inventories and
evaluating the historical accuracy of the allowance

estimation by management;

o HEERENWATHEREMAERER TRIKAE
NEITHHE T 2 NPT ER A B

e Discussing with management and assessing the basis
of the management’s estimation of subsequent selling
prices, costs to completion and costs necessary to

make the sales;
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Valuation of the Group’s inventories (Continued)

RRETEE
Key Audit Matter

\ZE—+tF+ A=+ —HETFEEE ¥R

i}
MY
=]
5.8

HE-_ZT—+H&+-A=1+—H It FERH426,331,000
B LWETFERHREFRSHNAIZERFE . BXETRN

I

HE_Z—+F+_A=T—"RIFERBEFEESHA
17 & BI85 4)694,00078 7T ©

The Group carried out the inventory review as at 31
December 2017 and provided allowances of
approximately HK$26,331,000 to write down inventories
to their net realisable value during the year ended 31
December 2017. The Group also reversed allowances of
approximately HK$694,000 for previous years’ write
down of inventories during the year ended 31 December
2017.

REEEEMETFEZAERFE  EEBRA/AN_-Z
—tF+Z A=+ —HZEFE/HEBRE °

Based on the management’'s determination of the net
realisable value of the inventories, the management
concluded that the valuation of the Group’s inventories

was appropriate as at 31 December 2017.

18 Y 1% 8 B ¥R S
INDEPENDENT AUDITOR'S REPORT

REGFHEERRRTBEZE
How our audit addressed the Key Audit Matter

o FMEFTEFERERFEMERNTERRE i REHR
STEFERUBR M R MR ERE SR

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

inventories;

s MEFENFRENEE TRIKARRETHENS
Z AN EREE KA ¢ R

e Checking, on a sample basis, the accuracy and
relevance of the selling prices of the inventories
subsequent to year-end, the costs to completion and

the costs necessary to make the sales; and

o HMEMERZZTE—tF+-A=+—HNETAIZEF
BEERKANEEZE RS -

e Assessing the sufficiency of allowances where the
estimated net realisable value was lower than the cost
as at 31 December 2017.
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EREERKRNREGERS ) FE

Impairment of the Group's trade and other receivables

FLEGE B IHREMNZ2(9)  20)RU)EFREEHETEE - HBRIGFT ARG LN FHEZM 2228 — 2 EH -

Refer to notes 2(g), 2(i) and 4(a) to the consolidated financial statements for the directors’ disclosures of the related

accounting policies, judgements and estimates and note 22 to the consolidated financial statements for further

information.

RRETEE
Key Audit Matter

RZZBE—+F+-A=+—H  BESEEKERREME
Wk B AR (B 49 /337,091,000 7T

The carrying amount of the Group’s trade and other
receivables was approximately HK$337,091,000 as at 31
December 2017.

TR AT iR 5 I Lt AR Ol (L B 5 B i A R 1 B b FR AR RR
it BE5EABRERENRTRE G ERZORERNBRE
LR ST BR SR AT IR 0132 2 % BR e 0 T T 0 SR AR 15 B 32 /E
b - ERT AR ERWAIARKEBERE - BFIAREH
& BESEBANGRBAKBEENCH -

The impairment of trade and other receivables is estimated
by the management through the application of judgment
and use of assumptions. The Group’s policy for recognition
of impairment on trade and other receivables is based on
the evaluation of collectability, 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.

REFHEERRRTBE 2T
How our audit addressed the Key Audit Matter

EERERESH B5ERKERRREMER R AN
ETZREFEE (ARef) UTFEE:

Our procedures in relation to management’s impairment
assessment on the Group's trade and other receivables

included, among others, the followings:

o THREBREMAREREMGBNIZL  KAMERERE
SRR AR ERL

e Obtaining an understanding of how management
estimated the allowances for bad and doubtful debts
and evaluating the historical accuracy of the allowance

estimation by management;

o BERUWIRRKE A YN BEFEH R S ITIA T
FREER AR ERER

e Reviewing the ageing analysis of trade and other
receivables throughout the year to understand the

settlement patterns by the debtors;
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Impairment of the Group’s trade and other receivables (Continued)

RRETEE
Key Audit Matter

RZZE—tE+-RA=+—H  E5EHEURERIREM
FEM FCETRE R - Wt IR A R E B R N BE =
E—tHFT_A=T-BIEFEZRERIELEE AN
990,000/ 7L 593,000/ 7T - EEBE TRt YR R HE
MERFREE T —+F+ - A=+—-HBIEFEzRERK
[0 45 9 Bl #94,445,00075 7T & 181,000/ 7T ©

The Group performed the impairment assessment on trade
and other receivables as at 31 December 2017 and
provided allowances for bad and doubtful debts on trade
receivables and other receivables amounting to
approximately HK$990,000 and HK$593,000, respectively,
during the year ended 31 December 2017. The Group also
reversed allowances for bad and doubtful debts on trade
receivables and other receivables amounting to
approximately HK$4,445,000 and HK$181,000,
respectively, during the year ended 31 December 2017.

RIEE TR E B YR T B R SORE R R - BIEER
BRRZZE—tEF+ZA=+—B ZRRERREMEKER
BRERBRE -

Based on the management’s assessment on the impairment
of trade and other receivables, the management concluded
that the allowances for bad and doubtful debts on trade
and other receivables was adequate as at 31 December
2017.

REGFHEERRRTBEZE
How our audit addressed the Key Audit Matter

o AH BEEERREE BRI R E AR U AR R DT
BASEEE - WS ORI OB BR B D AT

e Testing the key controls of the Group relating to
preparation of the ageing analysis of trade and other
receivables and carrying out testing on the ageing

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

o ZETEEHEBANEGEHENE BEBABENEER
% (A RIEBANR)  EBANENTE  BEF
AR E R EN REERERSANRR DT EEEERE
o BR 35 e L At P WK FT MR I M B R L2+ R

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

ageing analysis of each individual debtor; and

o EFTATE R WAR RN H Ath R WO OR S22 BRI A N (B
SHERTEEHEBEN - Z—tF+t-_A=1t—HBES
R o

e Recalculating the amount of allowances and reversal of
allowances for bad and doubtful debts on trade and
other receivables and assessing the sufficiency of the

allowances as at 31 December 2017.
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ERRESEREMENAR -HMENBRFR
e &R T BREEAMBBREES MU E
HZ X BE R o

BEEHRAUBHRRREZERLTE % 1141
BR BENTERLRETARAZRELS °

RESFHRAMBRRET 2RI LIEME &
ZREEHNEMER LEREMERNEE LR
AUMBBRRAEERBIA LERERERZE

tHﬁiKT*E B XHEEMTELREX
BRI o B SERPTET TEMS L EME

ﬂﬁ%ﬁfaﬁaﬁ% L& IEEEERERRE
Bt BEEYEBAERCEH -

EERERENGEMBEBRREREZ
B51F

ERARESARARBERCMMAGR ML
BERUBHRERNRBRBRAGIZHKEER
MUEERATHRBREAZEAMBERE - RE
FETHRASESVBRRELEZEBAAX
B NEZEHEVBRRTEFERRKGE
HERMER 2 ERHERRA -

EREGAVBRIE ERRIEFAERN
i BEEEFALEZRESN TEERBERTH
BHERBEREEMcEE  URERFELLER
AR BRI BERAREFEER EEEF
BYFLLE P EELCERBRTER -

AERREE BESKEZMBHERRF-

OTHER INFORMATION
The directors of the Company are responsible for the other

information. The other information comprises the information
included in the annual report, but does not include the consolidated

financial statements and our auditor’s report thereon.

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

conclusion thereon.

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

to report in this regard.

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

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of consolidated financial statements that are free from

material misstatement, whether due to fraud or error.

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

alternative but to do so.

Those charged with governance are responsible for overseeing the

Group's financial reporting process.
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AUDITOR’'S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

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

these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional scepticism

throughout the audit. We also:

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

the override of internal control.

e  Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an

opinion on the effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related

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

going concern.

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

achieves fair presentation.

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

responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies

in internal control that we identify during our audit.
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INDEPENDENT AUDITOR'S REPORT

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our

independence and, where applicable, related safeguards.

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

outweigh the public interest benefits of such communication.

The engagement director on the audit resulting in this independent

auditor’s report is Sze Wing Chun.

Ascenda Cachet CPA Limited
Certified Public Accountants
Hong Kong, 28 March 2018

Sze Wing Chun
Practising Certificate Number P06035
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

BZ-Z2—tH+=-A=+—HLLEE For the year ended 31 December 2017

—E—t&§ —E—RF
2017 2016
i3 TAERT FAT
Note HK$'000 HK$'000
A Revenue 5 637,162 709,120
SHE XA Cost of sales (611,531) (704,190)
ER Gross profit 25,631 4,930
Henlg A Other income 6 5,756 4,946
HERDHER Selling and distribution expenses (19,522) (16,648)
EEEA Administrative expenses (52,876) (66,069)
HEMBAR ZER Loss on disposal of subsidiaries 32 (5,697) -
HiReE R Other operating expenses 7(a) (39,550) (11,055)
Hdhzs / (518)FE Other net gain/(loss) 7(b) 8,725 (10,603)
REEEER Loss from operations (77,533) (94,499)
B TS BCAR Finance costs 8(a) (1,869) (3,904)
BRBE AT 18 Loss before taxation 8 (79,402) (98,403)
FraRi S Income tax charge 9 (5.379) (9,473)
REEEFE Loss for the year (84,781) (107,876)

THATEEREERSSE: Loss for the year attributable to:
RATREEA Owners of the Company (82,839) (104,242)
JEPERR R on Non-controlling interests (1,942) (3,634)
(84,781) (107,876)

SREE Loss per share

—ERR#EE ~ Basic and diluted 14 HK3.54 centsiBfll  HK4.45 centsill

FEORENTN B Z MR M BRERE S~

statements.

val Report 2017 £
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

—E—+tF ZE—RF
2017 2016
i TERT FAT
Note HK$'000 HK$'000
rEEER Loss for the year (84,781) (107,876)
REEHMEZERE (FHR) Other comprehensive income/
(HBRZEHERESERE) (loss) for the year (net of nil tax
and reclassification adjustments)
AIRHEE S Z B AIEH ©  Items that may be reclassified
subsequently to profit or loss:
— BB INETS I R — Exchange differences on
2R EE translation of financial
statements of foreign
operations 175,482 (173,633)
—HEMBARER — Release of translation reserve
VE 5 1 5 8 upon disposal of interests in
subsidiaries 32 8,094 =
183,576 (173,633)
rEEZEKE (FE)AE Total comprehensive
income/(loss) for the year 98,795 (281,509)
THALTEERFEE Total comprehensive income/
2@k (FE)#AE: (loss) for the year
attributable to:
RRARFEE A Owners of the Company 100,151 (277,115)
FEFE IR Non-controlling interests (1,356) (4,394)
98,795 (281,509)

FEIOBEEN71EZ BRI SRR EF—30 - The notes on pages 69 to 171 form part of these financial

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=Z—tF+=A=+—8 As at 31 December 2017

ERBEE

Gk

W - BE MR
REBHTEAN LA S

ERERARE
HiFRBEE

RBEE
REBEHTEANLES

FE

TR U B R I A PR MR
AN FARES
AT [E] 7 E

R HRITER
HekBHeFEER

REBEE
ENEREENRE
FE T BRI N E A B3R
FENEERA
RITREMER
FEfS IR

RBEEFE

EERERRBAER

FRBEE
EERARE

BERE

Non-current assets
Goodwill

Property, plant and equipment
Prepaid lease payments on land under

operating leases
Deferred tax assets
Other non-current asset

Current assets

Prepaid lease payments on land under

operating leases
Inventories
Trade and other receivables
Prepayments and deposits
Tax recoverable
Restricted bank deposits
Cash and cash equivalents

Current liabilities
Trade and bills payables
Accruals and other payables
Amounts due to directors
Bank and other borrowings
Tax payable

Net current assets

Total assets less current liabilities

Non-current liabilities
Deferred tax liabilities

NET ASSETS

Annual Report 2017 F3

B3
Note

16
17

18
28(b)
20

18
21
22
22
28(a)
23
24

25
25
26
27
28(a)

28(b)

—B—t5 —E%F
2017 2016
FiBT T
HK$'000 HK$'000
254,983 319,212
135,958 139,692

- 4,525

18,141 16,953
409,082 480,382
4,007 3,956
172,762 192,975
337,091 281,622
331,796 288,306
1,751 1,642

- 16,993
1,665,102 1,649,125
2,512,509 2,434,619
81,473 101,317
76,021 74,019
3,774 3,245

- 78,033

6,513 2,561
167,781 259,175
2,344,728 2,175,444
2,753,810 2,655,826
- 811
2,753,810 2,655,015




n 6B Bk in &

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

R=Z—tF+=A=+—8 As at 31 December 2017

—EB—tHF —E—RF
2017 2016
B R FHAT FAT
Note HK$'000 HK$'000

EXR#EE CAPITAL AND RESERVES 29
LN Share capital 234,170 234,170
s Reserves 2,511,665 2,411,514

KNTEE AELAERS Equity attributable to owners of the

Company 2,745,835 2,645,684
JEE R R Non-controlling interests 7,975 9,331
EEHEE TOTAL EQUITY 2,753,810 2,655,015

FRAEEFINAZEAMBRREHEZTIN
“E-NFZATN\BHERRETE - W H
IATALTREREE

H#RAEE g
BE EF

FOORE N B 2B BREREL S 5D °

The consolidated financial statements on pages 62 to 171 were
approved and authorised for issue by the board of directors on 28

March 2018, and are signed on its behalf by:

Jiang Quanlong Qian Yuanying

Director Director

The notes on pages 69 to 171 form part of these financial

statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BE-FT—tF+=A=+—BLLFE For the year ended 31 December 2017

NS EINLE 5

Attributable to owners of the Company

BE  RORE  ANRE  EREE  ERRE  ZaER Gt FEERER &M
Non-
Share Share Capital Statutory  Translation ~ Accumulated controlling
capital premium reserve reserves reserve osses Sub-total interests Total
TEL TER TERL TEL TET TER TERL TEL THEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R-B-~E-A-H At 1 January 2016 234,170 2,093,306 22,348 251,948 405,424 (84,397) 2,922,799 13,725 2,936,524
RoF-—NE2#%28:  Changes in equity for 2016:
rEEBE Loss for the year - - - - - (104242)  (104,40) (3,634  (107,876)
Hit2EEE  REBE  Other comprehensive loss,
RESEHE net of nil tax and
reclassification adjustments
—REBNEBIBRE — Exchange differences on
JERER translation of financial
statements of
foreign operations - - - - (172,873) - (172,873) (760)  (173,633)
AEERAFEARE Total comprehensive
loss for the year = = = = (172,873) (104,242) (277,115) (4,394) (281,509)
R=B-X% At 31 December 2016
+=A=+-A and 1 January 2017
k-2-t%-A-8 234,170 2,093,306 22,348 251,948 232,551 (188,639) 2,645,684 9331 2,655,015
RoF—+#21F528:  Changes in equity for 2017:
REEBSR Loss for the year - - - - - (82,839)  (82,839) (1,942)  (84,781)
Hip2EWE MBREHE  Other comprehensive income,
RESEHE net of nil tax and
reclassification adjustments
—BEENEBRERR - Exchange differences on
ZERER translation of financial
statements of
foreign operations - - - - 174,896 - 174,896 586 175,482
~HENBARERER — Release of translation reserve
fEEn upon disposal of interests
in subsidiaries - - - - 8,094 - 8,094 - 8,094
rEERARE/ (BR) Total comprehensive
fafE income/(loss) for the year - - - - 182,990 (82,839) 100,151 (1,356) 98,795
REB-—t& At 31 December 2017
+-A=+-AH 234,170 2,093,306 22,348 251,948 415,541 (271,478) 2,745,835 7975 2,753,810

FEORE17T1HZ MK BRRES —#FD -

The notes on pages 69 to 171 form

statements.
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BB AT B 1R

HEIEE ¢

BITE A

FEHA

ME - BE k&
ZIE

HEME  BER
REZER
REBH AN L
Az 8
FEWR R 2 BIEE 1R
Hoth W R 2 R (B S 18
FEWBR SR 2 BB
BERE

H Al AR 2 BB
EERE
HEMB LR BB
FE MR
FEMERED

JFE LS2 BR 3R e L At LT 3R
(#m), md

B RERES

(gm),/ md

R ERER R ENRER D
JE 51 3RIE K H fth FE {51 5K
bl

&1 2 S FRIBE N

RE(ER),/ HENAS

B AEH

ReEEDH(£H)/

FENAEEEE

Operating activities
Loss before taxation

Adjustments for:
Finance costs
Interest income
Depreciation of property,
plant and equipment
Loss on disposal of property,
plant and equipment
Amortisation of prepaid lease payments
on land under operating leases
Impairment loss on trade receivables
Impairment loss on other receivables
Reversal of impairment loss on
trade receivables
Reversal of impairment loss on
other receivables
Loss on disposal of subsidiaries
Write down of inventories
Reversal of write down of inventories

Changes in working capital

Decrease in inventories

(Increase)/decrease in trade and other
receivables

(Increase)/decrease in prepayments and
deposits

Decrease in trade and bills payables

Increase in accruals and other payables

Increase in amounts due to directors

Cash (used in)/generated from
operations

Income tax paid

Net cash (used in)/generated
from operating activities
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Bt s
Note

7(b)
32(c)
21(b)
21(b)

28(a)

mOREMER
CONSOLIDATED STATEMENT OF CASH FLOWS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

—B—tF

—

—= /\
2017 2016
FTHExT FAT
HK$'000 HK$'000
(79,402) (98,403)
1,869 3,904
(5,756) (4,946)
57,156 60,177
7 _
4,089 4,223
990 10,352
593 203
(4,445) (4,376)
(181) (166)
5,697 =
26,331 14,730
(694) (2,168)
6,254 (16,470)
1,290 118,202
(53,824) 106,584
(24,181) 103,569
(14,771) (56,851)
42,311 373
318 613
(42,603) 256,020
(1,491) (10,086)
(44,094) 245,934
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CONSOLIDATED STATEMENT OF CASH FLOWS

BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017

RERD

R HIRITFZORD
BEWE  BERRE
HEHMBRRAZRS
AR

B E

REFHMENREFE
BMEED
ERTREMEEZ
S 50R
BEERITREMEE
ENREEM
BERAME

BMEEE (KA),/
FENREFRE

ﬁﬁ&fiﬁ’%}fﬁlﬁﬁ
W), 18R E

FHNRERAEEEER

ExgE &

FRAEGRAEEHEEE

FE69HZE

Investing activities
Decrease in restricted bank deposits

Purchase of property, plant and equipment

Net cash inflows from disposal
of subsidiaries
Interest received

Net cash generated from investing

activities

Financing activities
Proceeds from new bank and
other borrowings
Repayment of bank and other borrowings
Finance charges paid

Interests paid

Net cash (used in)/generated from
financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at beginning

of the year

Effect of changes in exchange rate

Cash and cash equivalents at end

of the year

1TMEZ BRI B REE S — 20

o

B E
Note

32(d)

24

—E—+F —E-RF
2017 2016
FHET FHT
HK$'000 HK$'000
17,512 17,444
(17.968) (2,027)
136 =
5,756 4,946
5,436 20,363
92,166 115,682
(140,322) (34,734)
- (2,338)

(1,869) (1,566)
(50,025) 77,044
(88,683) 343,341
1,649,125 1,396,365
104,660 (90,581)
1,665,102 1,649,125

The notes on pages 69 to 171 form part of these financial

statements.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

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 disclosed in the “Corporate Information”

section of this annual report.

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 People’s Republic of China (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

BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017

2.

EE-3-El e

a)

BETEH

WEFBHRRERBAEEREEM
BHREEN([EEHBEREER]) -
ZREEREMEAT GRS
([BEEEFEIAE]) B EHER
MC(EBMBREER) (FEEES
HAD(TEEEER]) RREUR
BB DREFRR REE QA GG
(TRAVERBIL) 2 8 BB E B E M
Btk FHMBHRKRITNQBRAE S
EARAMTERRAD 2 ERBEER
E e AREBERM T ESTTREKE
KX e

EREGQMASERME THA AL
BRI zBEMBHRERER - ARAER
BASENASTHREINRERKA
HEIBRRA - AN T RAZFER
BHREHABREAEE 2 AR
A3 EAZFREA N U F M IREK
IR ZBA R BESHHRELRE
EEEERR -

2.

SIGNIFICANT ACCOUNTING POLICIES

a)

Statement of compliance

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

below.

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

reflected in these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

b)

Basis of preparation of the financial statements
The consolidated financial statements for the year ended
31 December 2017 comprise the Company and its

subsidiaries.

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

below.

The preparation of financial statements in conformity
with HKFRSs requires management to make judgements,
estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities,
income and expenses. The estimates and associated
assumptions are based on historical experience and
various other factors 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 significant effect on the financial
statements and major sources of estimation uncertainty

are discussed in note 4.

Annual Report 2017 £

71



72

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

Bz-%

2.

)

—tHE+=A=+—HLLFE For the year ended 31 December 2017
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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.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

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(j) or 2(k) 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 or, when
appropriate, the cost on initial recognition of an

investment in an associate or a joint venture.

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

impairment losses (see note 2(g)).

Annual Report 2017 £

73



74

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

d)

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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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

Property, plant and equipment
Property, plant and equipment are stated at cost less
accumulated depreciation and any accumulated

impairment losses (see note 2(g)).

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(r)).

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.

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

their estimated useful lives as follows:

—  Buildings held for own use 20 years
- Machinery and equipment 10 years
-  Office equipment and fixtures 5 years
- Motor vehicles 5 years
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BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

Property, plant and equipment (Continued)

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

annually.

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(g)), 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 ready
for intended use, the costs are transferred to other
categories of property, plant and equipment and

depreciated in accordance with the policy as stated above.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

f)

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.

i) Classification of assets leased to the Group
Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which do
not transfer substantially all the risks and rewards
of ownership to the Group are classified as
operating leases except for land held for own use
under an operating lease, the fair value of which
cannot be measured separately from the fair value
of a building situated thereon at the inception of
the lease, is accounted for as being held under a
finance lease, unless the building is also clearly held
under an operating lease. For these purposes, the
inception of the lease is the time that the lease was
first entered into by the Group, or taken over from

the previous lessee.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

f)

Lease assets (Continued)

ii)

fii)

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.

Leasehold land and building

When the Group makes payments for property
interest which includes both leasehold land and
building elements, the Group assesses the
classification of each element 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 entire
consideration (including any lump sum upfront
payments) are allocated between the leasehold 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

initial recognition.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

f)  Lease assets (Continued)

iii)

Leasehold land and building (Continued)

To the extent the allocation of the relevant
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. When the
payments cannot be allocated reliably between the
leasehold land and building elements, the entire
property is generally classified as if the leasehold

land is finance lease.

g) Impairment of assets

i)

Impairment of receivables

Current and non-current receivables that are carried
at cost or amortised cost 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

delinguency in interest or principal payments;

— it becoming probable that the debtor will
enter into bankruptcy or other financial

reorganisation; and

—  significant changes in the technological,
market, economic or legal environment that

have an adverse effect on the debtor.
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BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017

2. EESFEE @ 2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
9) EERE(E) g) Impairment of assets (Continued)
) ERFZRE (E) i) Impairment of receivables (Continued)
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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.

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

years.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

g) Impairment of assets (Continued)

i)

i)

Impairment of 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.

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may be
impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer

exists or may have decreased:

- goodwill;

—  property, plant and equipment;

-  prepaid lease payments on land under
operating leases;

—  investments in subsidiaries in the Company’s
statement of financial position; and

= other non-current asset.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
g) Impairment of assets (Continued)

i) Impairment of other assets (Continued)

If any such indication exists, the asset’s recoverable

amount is estimated. In addition, for goodwill, the

recoverable amount is estimated annually whether

or not there is any indication of impairment.

val Report 2017 £

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its fair value less costs of disposal
and value in use. In assessing value in use, the
estimated future cash flows are discounted to
their present value using a pre-tax discount
rate that reflects current market assessments
of the time value of money and the risks
specific to the asset. Where an asset does not
generate cash inflows largely independent of
those from other assets, the recoverable
amount is determined for the smallest group

of assets that generates cash inflows

independently (i.e. a cash-generating unit).
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES (Continued)
Impairment of assets (Continued)

Impairment of other assets (Continued)

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 cash-generating units) and
then, to reduce the carrying amount of the other
assets in the unit (or group of cash-generating
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).

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.

83



84

87 #5 ¥k %% Bt 5F
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment of assets (Continued)

9)

h)

iii)

Interim financial reporting and impairment

Under the Listing Rules, the Group is required to
prepare an interim financial report in compliance
with HKAS 34 “Interim Financial Reporting”, in
respect of the first six months of the financial year.
At the end of the interim period, the Group applies
the same impairment testing, recognition, and
reversal criteria as it would at the end of the

financial year (see notes 2(g)(i) and (ii)).

Impairment losses recognised in an interim period in
respect of 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 available-for-sale equity securities
increases in the remainder of the annual period, or
in any other period subsequently, the increase is
recognised in other comprehensive income and not

profit or loss.

Inventories

Inventories are carried at the lower of cost and net

realisable value.

Cost is calculated using the weighted average cost

formula and comprises all costs of purchase, costs of

conversion and other costs incurred in bringing the

inventories to their present location and condition.

Net realisable value is the estimated selling price in the

ordinary course of business less the estimated costs of

completion and the estimated costs necessary to make

the sale.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

h)

)

Inventories (Continued)

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

reversal occurs.

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(g)), 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)

k)

m)

Trade and other payables

Trade and other payables are initially recognised at fair
value and 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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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
m) 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 accumulated losses/retained

profits).
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

m)

n)

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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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

n)

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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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

n)

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 has the
legally enforceable right to set off current tax assets
against current tax liabilities and the following additional

conditions are met:

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

simultaneously; or
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

SIGNIFICANT ACCOUNTING POLICIES (Continued)

n)

o)

Income tax (Continued)
- in the case of deferred tax assets and liabilities, if
they relate to income taxes levied by the same

taxation authority on either:

—  the same taxable entity; or

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

simultaneously.

Provisions and contingent liabilities

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

expenditure expected to settle the obligation.

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

outflow of economic benefits is remote.
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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

p)

a)

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 goods are delivered at
the customers’ premises which is taken to be the
point in time when the customer has accepted the
goods and the related risks and rewards of
ownership. Revenue excludes value added 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.

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.

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.

Annual Report 2017 &3



2.
q)

r

ERE R @)
SINEBE (F)
BOEBZEEDNERHBBITZH

HEXRBERETT - IR KRIER
(BEE&H _—_ZTTAF—A— B
REBRBAZRIEBZRAMEL L
BE)NZARAREERRTZE
RYmEBRERBT - EXZENH
i 2 TE0 U 2 HE 5B S O B B R S 2
STRBURG  -RAH_FTHF—
A—BZABAZRIINER 2RE
EEZABARBBENEBERZ
ERERRE -

R EFE N E By -
MZEREZRRFHR
BERRESENSA

>§\ﬂ¥

RONEHA
\ﬁ%m%

o

HH mE

B

/

BREA

HEA ZEXEEFTLE—BRES
EHHTEERERNLECEER
BEMZERKAE  NEAZBEE
DK ABRER - HthE KA
REEBPBRZEHE -

FEATNEECHAXES B
W$E$&ﬁ@%ﬁﬁ§¢ﬁﬁmﬁ
BREERBZEBDETE  HEX
CEERAREEZOKA - EMAE
EFREREREEFERER RN
EMFE BB RR EET KT E -
MEREELERELENMCERKAE

87 ¥5 ¥k %% Bt 5F

NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

q)

r)

Translation of foreign currencies (Continued)

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.

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

interrupted or complete.
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2. SIGNIFICANT ACCOUNTING POLICIES (Continued)
s)  Related parties

(a)

val Report 2017 £

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

family, is related to the Group if that person:

i) has control or joint control over the Group;

i) has significant influence over the Group; or

iii) is a member of the key management personnel

of the Group or the Group's parent.

An entity is related to the Group if any of the

following conditions applies:

i) 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).

i)  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).

iii) Both entities are joint ventures of the same

third party.

iv)  One entity is a joint venture of a third entity

and the other entity is an associate of the
third entity.
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

2. SIGNIFICANT ACCOUNTING POLICIES (Continued)

s)

t)

Related parties (Continued)
(b) An entity is related to the Group if any of the

following conditions applies: (Continued)

v)  The entity is a post-employment benefit plan
for the benefit of employees of either the

Group or an entity related to the Group.

vi)  The entity is controlled or jointly controlled by

a person identified in note 2(s)(a).

vii) A person identified in note 2(s)(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).

viii) The entity, or any member of a group of which
it is a part, provides key management
personnel services to the Group or to the

Group's parent.

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

entity.

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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2.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

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

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued several amendments to HKFRSs that
are first effective for the current accounting period of the
Group. None of these amendments have any material impact
on the accounting policies of the Group. However, additional
disclosure has been included in note 36 to satisfy the new
disclosure requirements introduced by the Amendments to
HKAS 7 “Statement of Cash Flows: Disclosure Initiative”,
which require entities to provide disclosures that enable users
of financial statements to evaluate changes in liabilities arising
from financing activities, including both changes arising from
cash flows and non-cash changes. Consistent with the
transition provisions of the amendments, the Group has not
disclosed comparative information for the prior year.

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

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 estimation 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.
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NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

a)

Key sources of estimation uncertainty (Continued)

i)

i)

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(e) and
note 2(f) respectively. The Group will revise the
depreciation charge and the amortisation expense
where useful lives and residual values are different
from previous estimates, or will write off or write
down technically obsolete or non-strategic assets

that have been abandoned or sold.

Estimation of impairment of property, plant and
equipment

If circumstances indicate that the carrying value of
an item of the property, plant and equipment 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(g)(ii). The carrying amounts of assets are reviewed
periodically in order to assess whether the
recoverable amounts have declined below the
carrying amounts. These assets are tested for
impairment whenever events or changes in
circumstances indicate that their recorded carrying
amounts may not be recoverable. When such a
decline has occurred, the carrying amount is

reduced to recoverable amount.
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BE-Z—tH+=-A=1+—HLFE For the year ended 31 December 2017

4., BREESSABRMGITIEREMZE
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a) fhEFFREEMZEZRRR (H)

i)

1if)

Y% - B RRERIES HE (F)

A4 B 58 T A B R & AR
HEAEE BRaE  EEERA
BEK 2EEELEZBHRE
RESHRENREHFE UF
B B IR KT A S RN & B AR
HERHE - NEBFBHRAR
BER (BEERAERE MR
B2 AAFT A R W as K T RS
KA ZEA)  EBETKE
CHEZABIEUSE - ZE Mt
RPN HEERABEELS
S8 I A] AE 3 BUR K 2K B
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ZE—+tF+ZA=+—H'Y
X BERZHEZEDEY
254,983,000/ 7T (ZF — /5 F -
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

a) Key sources of estimation uncertainty (Continued)

i)

fii)

Estimation of impairment of property, plant and
equipment (Continued)

The recoverable amount is the greater of the fair
value less costs of disposal and the value in use. In
determining the value in use, expected future cash
flows generated by the asset are discounted to their
present value, which requires significant judgement
relating to the level of revenue and amount of
operating costs. The Group uses all readily available
information in determining an amount that is a
reasonable approximation of recoverable amount,
including estimates based on reasonable and
supportable assumptions and projections of the
level of revenue and amount of operating 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
2017, the carrying amount of property, plant and
equipment is approximately HK$254,983,000 (2016:
HK$319,212,000).

Estimation of impairment of prepaid lease payments
on land under operating leases

The Group performs annual assessments on whether
there has been impairment of prepaid lease
payments on land under operating leases in
accordance with the Group’s accounting policy
stated in note 2(g)(ii). 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 2017, the carrying
amount of prepaid lease payments on land under
operating leases is approximately HK$139,965,000
(2016: HK$143,648,000).
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NOTES TO THE FINANCIAL STATEMENTS

Z-T—tF+=A=+—HLFE For the year ended 31 December 2017

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

a) Key sources of estimation uncertainty (Continued)

iv)

v)

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 2017, the carrying amount of trade
and other receivables is approximately
HK$337,091,000 (2016: HK$281,622,000). Details
of the impairment of receivables are disclosed in
note 22(c).

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 2017, 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$26,331,000 (2016: HK$14,730,000) and a
reversal of write down of inventories of
approximately HK$694,000 (2016: HK$2,168,000).
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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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NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

(Continued)
b) Critical accounting judgements in applying the

Group's accounting policies (Continued)

i)

i)

Income taxes and deferred taxation (Continued)
Deferred tax assets relating to certain temporary
differences are recognised as management
considers it is probable that future taxable profit
will be available against which the temporary
differences or tax losses can be utilised. Where the
expectation is different from the original estimate,
such differences will impact the recognition of
deferred tax assets and tax charge in the periods in
which such estimate is changed. In this regard, the
Group recognised deferred tax assets of
approximately HK$4,525,000 as at 31 December
2016 (2017: Nil).

Withholding tax arising from distribution of
dividends

The Group’s determination as to whether to accrue
for withholding tax arising from 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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BE-FT—tF+=A=+—BLLFE For the year ended 31 December 2017

5. WA 5. REVENUE
WAEHETFTREEFZEREEEBE(TEE Revenue represents the sales value of goods supplied to
HENREMBERIE) WHKREAMES customers which excludes value-added and other sales taxes,
REBSTHN AEERRBIBAZEEE and is after deduction of any goods returns and trade
HASBEAT discounts. The amount of each significant category of revenue

recognised during the year is as follows:

—2-tF TR
2017 2016
FTET FHT
HK$'000 HK$'000
BrER (BEEKER) 5%  Sales of rare earth products (including
fluorescent products) 386,533 436,477
MAER (BEEEMEERE  Sales of refractory products (including high
HY) HE temperature ceramics products and
magnesium grains) 250,629 272,643
637,162 709,120
6. HbKA 6. OTHER INCOME
—B—tF ZT—RF
2017 2016
FExT FHT
HK$'000 HK$'000
RITERFEWA Interest income from bank deposits 5,756 4,946

| Report 2017 &
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NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

GAIN/(LOSS)

OTHER OPERATING EXPENSES AND OTHER NET

Hh K& a) Other operating expenses
—E—+F ZE—RF
2017 2016
FTERT FHET
HK$'000 HK$’000
gt EERR R Expenses incurred during temporary
suspension of production (39,550) (11,055)

HEZZ—tERZZT—X"E+=A
=+—BILFE  ARETRHES
AERERELEETAEER - RE
KU4EEERRMEELEZEERXE

AEMEERA -

During the years ended 31 December 2017 and 2016,
the Group temporarily suspended certain of its
production for internal consolidation. The related
expenses incurred during the temporary production

suspension were included in other operating expenses.

Hiblz (B58) 2@ b) Other net gain/(loss)
—E—tF —T—RF
2017 2016
FHERT FHET
HK$'000 HK$'000
[EH Wz (B18) F8E Net exchange gain/(loss) 6,296 (5,000)
U BR TR 2 BB 18 Impairment loss on trade receivables (990) (10,352)
Hib UK 2R EEE Impairment loss on other receivables (593) (203)
FEUWER I 2 B E R 1R Reversal of impairment loss on trade
receivables 4,445 4,376
H i FEUGR 2 R E B 1 Reversal of impairment loss on other
receivables 181 166
HEME  BELREEZER Loss on disposal of property, plant and
equipment (7) =
A Others (607) 410
8,725 (10,603)
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BE-FT—tF+=A=+—BLLFE For the year ended 31 December 2017

8. BRBAERE 8. LOSS BEFORE TAXATION
BREZBTESIEE NBR T2 FH Loss before taxation is arrived at after charging:
—E—tF —Z—RK
2017 2016
FTEx FHT
HK$’'000 HK$'000
a) MR a) Finance costs
RITERAEX H Interest expenses on bank borrowings
(Bt3E36) (note 36) 1,869 1,566
HitfEEZ A B Finance charges on other borrowings - 2,338
1,869 3,904
b) BT (BIEKZE10 b) Staff costs (including directors’
FBEEMHS)" remuneration in note 10)
HeRIE Salaries and wages 39,601 47,229
RREFIET 2L (f5512)  Retirement benefits scheme contributions
(note 12) 4,414 5,752
ETEMNER Staff redundancy costs - 1,905
44,015 54,886

ort 2017




8. BRBIAIEE (8

8. LOSS BEFORE TAXATION (Continued)

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

—B-tF ZEAHF
2017 2016
THET FAT
HK$'000 HK$'000
o Hf\EAE c) Other items
ZEETH < Auditors’ remuneration
— B IR — audit services 2,610 2,610
— H b R 7 — other services 675 575
3,285 3,185
FERA (MiE21(b)) Cost of inventories (note 21(b))* 611,531 704,190
M BEREE2ITE Depreciation of property, plant and
equipment* 57,156 60,177
MEFHA TIBEMN S #SE*  Amortisation of prepaid lease payments
on land under operating leases* 4,089 4,223
HEMFELEHES B Operating lease charges on rented
premises* 2,075 2,779
& HE_T—+F+-A=+—HBLHF # During the year ended 31 December 2017, cost of inventories

BEAR FEXABHEABE THRA -
MERBHAIAREEENERD

40,207,000 T (=& —

NE

79,178,000 L) * B AFIEINE #t &
BRAS A LB BEZ BEA -

included approximately HK$40,207,000 (2016: HK$79,178,000)
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.
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BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017

9.

GEBBERAZBH 9. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF PROFIT OR LOSS

a)

SEBRIRAZAEREIE a) Income tax in the consolidated statement of profit or loss
represents:
—E—tF —T—REF
2017 2016
THET FHET
HK$'000 HK$'000
KEHRE-PELCEREHR Current tax - PRC Enterprise
Income Tax
NEEEE (H7E28(a)) Provision for the year (note 28(a)) (5,299) (1,477)
RIEH BA Z @M (Ki3F28(a))  Withholding tax on unremitted earnings
(note 28(a)) - (8,147)
(5,299) (9,624)
EEHRIE Deferred taxation
RN ER EEREE Origination and reversal of temporary
(B EE28(b)) differences (note 28(b)) (80) 151
FriS i s Income tax charge (5,379) (9,473)

AR REKBRARABINFESHS
N E B B SR - RIR
EEXAEMRIBERZ R REE
BAZMNEAMEH -

HRAEERBE_Z—LFR_-F
—ANET A=t -HLEFEYER
BEELMGEERVEN  FitEst
BAENEHELEE -

HEZZtERZZT—X<F+=A
=+—BLEFERN  RERCEMSH
TIRBARR BRI 2 EA A
Z (E s AR T s AR E E A5 8 =X
25%ET & o

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.

No provision for Hong Kong Profits Tax is provided for as
the Group has no estimated assessable profits arising in
Hong Kong during the years ended 31 December 2017
and 2016.

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 2017 and
2016.

Annual Report 2017 &3



9. HMEABBRAZHAEH B

a)

b)

(&)

FECERFEIETREE _TEN
F—A—BEFEHKERRREEIN
(BHEEE) RER DK F B R 125%
H10% 5 R BN TR

REFBRAERBEOLAN R
S B A B AR R R X B (T A B
K B BAINEIRE 2[5 F i
Tt - AZZE-—tF-A—HE=
FHHEAZABEMEHE15%

BB B B 9 2 R 4 R B
EHEZHEMT :

87 ¥5 ¥k %% Bt 5F

NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

9. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF PROFIT OR LOSS (Continued)

The PRC Enterprise Income Tax Law also requires
withholding tax of 5% or 10% upon distribution of
profits by the PRC subsidiaries since 1 January 2008 to its

Pursuant to the relevant tax laws and regulations in the
PRC, Yixing Xinwei Leeshing Refractory Materials
Company Limited (“Leeshing Refractory”) is classified as
foreign invested “New and High Technology Enterprises”
and is entitled to a preferential income tax rate of 15%

a) (Continued)
overseas (including Hong Kong) shareholders.
for a period of three years from 1 January 2017.
b)

Reconciliation between income tax charge and
accounting loss at applicable tax rates is as follows:

BT AT E R

PRI B RIR S TR FDEE R
EREERERFEZ A%
IR

NAMENZ 2 B 52
BARTBAZ R 2
RERBBEE 2BV E
AL ARBERREEE

M2
HEMERREREEREZ
B2
RAREEETHERR 2
Bt BB A RIAREE &R
ZTEHIR

PrSfis h

Loss before taxation

Notional tax on loss before taxation,
calculated at statutory tax rates
applicable to the respective tax
jurisdictions concerned

Tax effect of non-deductible expenses

Tax effect of non-taxable income

Tax effect of tax losses not recognised

Tax effect of utilisation of tax losses
previously not recognised

Tax effect of concessionary tax rate
granted to a PRC subsidiary

Withholding tax on unremitted earnings
of the Company’s subsidiaries which
are under deregistration process

Income tax charge

Annual Report 2017 £

—g—tfE  —FNE
2017 2016
T TR
HK$'000 HK$'000
(79,402) (98,403)
(16,105) (22,820)
3,476 2,624
(83) )
22,965 21,526
(2,879) =
(1,995) =

- 8,147

5,379 9,473
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10. EEM2 10. DIRECTORS' EMOLUMENTS
RIERREHI FEI3MNER AR (HEES Directors’ emoluments disclosed pursuant to section 383(1) of
M ER) RO BENEEHE T the CO and Part 2 of the Companies (Disclosure of Information

about Benefits of Directors) Regulation are as follows:

“E-tf
2017

Hé AR BIER R

ESfe ENEA BiEEA FHER  ERZAR st
Salaries, Retirement

allowances benefits Share-

Directors’  and benefit-  Discretionary scheme based
fees in-kind bonus  contributions payments Total

Tén TEn TEn T T T
HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$000

HTES Executive directors

Er R L (W) Ms. Qian Yuanying (note (i) - 1,928 - - - 1,928

BRERE(MEG)  Mr Jiang Quanlong (note (if) - 1430 - - - 1430

BAR LA (W) Mr. Jiang Dawei (note (ii) - 150 - 1 _ 151

BrmiE Mr. Jiang Cainan - 60 - - - 60
__________ S L S . 1.

BUFHES Independent non-executive

directors

ERERE Mr. Huang Chunhua n - - - - 7

SERE Mr. Jin Zhong 0 - - - - 8

TEYEE Mr. Wang Guozhen 69 - - - - 69
________ L S ..

@t Total 183 3,568 - 1 - 3752

ort 2017
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10. EEM £ (@) 10. DIRECTORS' EMOLUMENTS (Continued)
ERE
2016

e RER RINER DARA 2

£35S BN RIS AEME ERZAR st
Salaries, Retirement

allowances benefits Share-

Directors'  and benefit-  Discretionary scheme based
fees in-kind bonus  contributions payments Total

T ThL TR TR TR TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

BES Executive directors

ST L (M) Ms. Qian Yuanying (note (i) - 1,930 - - - 1,930

Rk E (W) Mr. Jiang Quanlong (note (ii) - 1430 - - - 1430

ETEEE Mr. Jiang Cainan = 143 - - - 143

= 3,503 - - - 3,503

BUFYTES Independent non-executive

directors

BEERE Mr. Huang Chunhua 7 - ; ; ; 7

£BRE Mr. Jin Zhong 1Y) - - - - Y]

IBY L4 Mr. Wang Guozhen 69 - - - - 69

183 - - - - 183

@it Total 183 3,503 - - - 3,686

B E Notes:

() BTRZITEBAARAZEIERRITEE (i) Ms. Qian Yuanying was redesignated from the Deputy Chairman
HATARARRZER BHZZT—tFNh and the Chief Executive Officer of the Company, to the
AtBBEK- Chairman of the Company with effect from 7 September 2017.

(i) BREALCDBOARDNEEHLE B= (i) Mr. Jiang Quanlong resigned as the Chairman of the Company
T—tFNAELBHRBEK - with effect from 7 September 2017.

(i) BABLECDEZEIAARARRITESR (i) Mr. Jiang Dawei appointed as an executive director of the
RARTRAH B-FT—tFAALH Company and Chief Executive Officer of the Company with
A - effect from 7 September 2017.

BE-F LER-FAF+-A=+—-BI During the years ended 31 December 2017 and 2016, no

FEA ARESAAKBRRENHE - £ director received any emoluments from the Group as an

?zﬁﬁfé%iﬂu@ﬁggg%%géﬁgg inducement to join or upon joining the Group or as
1= RISV Q0 = A X IRE
A% o compensation for loss of office. No director has waived or

agreed to waive any emoluments during both years.
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NOTES TO THE FINANCIAL STATEMENTS

BE-FT—tF+=A=+—BLLFE For the year ended 31 December 2017

1. BRHFEALIREREBAESMHNE

a)

BEREHAL
BE_Z—tHFT-_A=+—HIF
B -ARBIARRHALT HF
ME(ZT—RF MB)RARAE
EoHEMeNMEI10RE - EHr =%
(CE—RF: =ZR)BEHFALZH
TARBMT

11.

INDIVIDUALS WITH HIGHEST EMOLUMENTS AND
SENIOR MANAGEMENT’S EMOLUMENTS

a)

Five highest paid individuals

During the year ended 31 December 2017, out of the
five highest paid individuals in the Group, two (2016:
two) are directors of the Company whose emoluments
are disclosed in note 10. The aggregate emoluments in
respect of the remaining three (2016: three) highest paid

individuals are as follows:

—E—+tF —E—REF

2017 2016

FERT FAT

HK$'000 HK$'000

FeREMME Salaries and other emoluments 2,217 2,119
BYIEIEAL Discretionary bonus - -
RIRIEFIFT B AR Retirement benefits scheme contributions 56 62
VARR D R BB 2 3k Share-based payments - -
2,273 2,181

EHB =R (CE—RF: ZR)BaFH The emoluments of the remaining three (2016: three)

AL ZBMENFRTINER

highest paid individuals are within the following band:

—B—+tHF ZE—RF
2017 2016
AE AEK
Number of Number of
individuals Individuals

£E : Bands:
= — 1,000,000/ 7T Nil - HK$1,000,000 2 2
1,000,001;8 7T — 1,500,000/ 7T HK$1,000,001 - HK$1,500,000 1 1
3 3
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NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

1. BEHFALREREZAEMS @  11. INDIVIDUALS WITH HIGHEST EMOLUMENTS AND
SENIOR MANAGEMENT'S EMOLUMENTS
(Continued)

a) IHEEEHAL(E) a) Five highest paid individuals (Continued)
BHE_Z—+tFR-_Z— X ¥+=A No emoluments were paid or payable by the Group to
=S+—HALEFE AEBEALER AN the five highest paid individuals as inducement to join or
e ATINREMERMME  (E upon joining the Group or as compensation for loss of
B NI N NS E S o office during the years ended 31 December 2017 and
B X B BB R 1 - 2016.

b) BREBAEME b) Senior management’s emoluments
ENXENTEREREAEZMEN The emoluments paid or payable to senior management
FREIEE : are within the following bands:

—E—tF —E-RF
2017 2016
AE AE
Number of Number of
individuals Individuals

#HE : Bands:
Z —1,000,0007% 7T Nil - HK$1,000,000 6 6
1,000,0017c— 1,500,000/ 7T HK$1,000,001 — HK$1,500,000 1 1
7 7
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BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017

12.

13.

BERKER

W EABERRRGANREE  ARER
FERVZHMBARIAREZBEERE
EEEAFeMNETAEN L2 EHERER
BARETE (—BAEHIRKEE) - &
IR R1& 1) 4 )8 2 B B B R & B IR IR &
BEIMN ZEMBRRAKREFHZKI -
BAXNERERE THEAEEEEN
B - BHE-_ZT—+tF+=A
ET-—BLUEFE BRARFERRENR
4,346,000/ 7T (= F — /3% : 5,684,000/

L) o At BIRANE BR R o

REBER-_ZTTF T+ A —HEBEL2H
mElEAEeTE ([BERTE]) - Zit
EARAREHFBENRESHE -AEEE AR
BEEAHSETEA L AZTEIHR -
BE_Z—+HF+_A=+—HIEE"
7 & B 1) 58 & & 5T B L 3K £968,0007 7T (=
T —7 F : 68,0008 7T) - BIERKE E
AEENBEEIRATE THBVREER
SEBER - ZTEIMTIRFERS -

3=
ARBEETERRNBE_F—LF
ToA=+—RLEFEZBRE (ZF—R%F:
) o

AN

12.

13.

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 participate in a state-sponsored retirement plan, which is a
defined contribution pension scheme, for all of their
employees based on certain percentages 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 2017, the retirement plan contribution amounted to
approximately HK$4,346,000 (2016: HK$5,684,000).

Contributions to the plan vest immediately.

The Group has participated in Mandatory Provident Fund
Scheme (“MPF Scheme”), which is a defined contribution
pension scheme, since 1 December 2000. The Group makes
monthly contribution to the scheme based on certain
percentage of the employees’ basic salaries. For the year
ended 31 December 2017, the Group’s contributions to the
MPF Scheme were approximately HK$68,000 (2016:
HK$68,000). 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.

DIVIDENDS

The directors of the Company do not recommend the payment
of a dividend for the year ended 31 December 2017 (2016:
Nil).
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NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

14. LOSS PER SHARE
Basic loss per share
The calculation of the basic loss per share to owners of the

Company is based on the following data:

—E—+F —E-RF
2017 2016
FTHERT FHT
HK$'000 HK$'000
HETEBRENERE Loss for the year attributable to owners
ZARRHEE A of the Company for the purpose
e FE E51E of basic loss per share 82,839 104,242
Number of shares
vl A=
—2—tF —E—RF
2017 2016
TR Fh&
‘000 ‘000
STEERAREEY Weighted average number of ordinary shares
@R INFE T 2R for the purpose of basic loss per share 2,341,700 2,341,700
BREEEER Diluted loss per share

HRAARREBEE-_Z—+tFER_ZT— X
FHZA=+—BIEFE BRI & ERT
P EEEEL AR RAitERETEE
HEREKREEBER o

mp 1

Diluted loss per share equals to the basic loss per share as the
Company has no potential dilutive ordinary shares outstanding
during the years ended 31 December 2017 and 2016.
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BE=

—tHE+=A=+—HLLFE For the year ended 31 December 2017

/'\N.Biﬁtt
AEBREBLLE DD EB&Z@TT SEEH

WIRINE BB E‘:@E,ﬁwﬁiggﬁm« o
RERRERAAEBEE

x;

BARAEA(E

FEEBRRAN]) 21T ﬁmﬁﬁiiﬁﬁﬁl«‘x

jé\
25 THEZ

TREERRBFEZEHN B A5H

RO LR/AHEEDH

AT T 282 28

wmt: BIEREERITER (BREELE
m)

MmN BERFEEMAER (BESAE
REMRED)

a) HEE -EBERAEE
HAELIBREEDFELEERM

EOAKBEZEREERRALZRT
FIEEEREH2 MmN ARG 2 EE

BENAR:

NHEEBRMBAVRETLEER
MBEE ETEREEHAEEE
AREHRE RoERE KRS FE
BEUARARDEEBANZ2HD B H
MEXEE - DR ABEEEEGDF
REERHETEB G ZBNERN
F& AT R IR Jo HAth & A R UA B8R 1T R
g & -

15. 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. No operating
segments have been aggregated to form the following

reportable segments:

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)

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

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, and bank and other borrowings attributable to
the manufacturing and sales activities of the individual

segments.
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a)

THEE BEREE(H)

BARRSDESELRD I ZHE
BERAXEARENBEREEEZNE
HEHMAEIBZHAX D

%

REZED

EHH T (BB AERZE
FEBEHBMGRAE  H1E - 8
Ko 4 85 A0k A ) ([ 42 F8 EEEBITDA ) ©
%E%ﬁm%wHMv$%EZE
A/ (BB gRLEFEEN2HRS
MEGZEAELE-—PAE NE
EHE BN REMAD D
E

KRS A & AREBITDAZ D S E £
Oh o REBEFEEERRKANERRM

BRABA(BESIFEHEE) - 7E -
B BoNEREEZBRITEBRK
EEZMBRARMASE - REEE -
HEMNBRRAIZEBRDHFNEER
FERZERBDBEEREZ D H
ER - D HHEEELEMAEER
ENEBE=FH 2 BISE](E °
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

15. SEGMENT REPORTING (Continued)

a)

Segment results, assets and liabilities (Continued)

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, taxes, depreciation and
("Adjusted EBITDA"). To arrive at the
Adjusted EBITDA, the Group’'s profit/(loss) further

adjusted for items not specifically attributed to an

amortisation”

individual reportable segment, such as directors’
emoluments, auditors’ remuneration and other

unallocated corporate expenses.

In addition to the receiving of segment information
concerning the Adjusted EBITDA, the Group’s CODM is
provided with segment information concerning revenue
(including inter-segment sales), depreciation,
amortisation, interest income and expenses from bank
balances and borrowings managed directly by the
segments, impairment losses, loss on disposal of
subsidiaries 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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BE-Z—tH+=-A=1+—HLFE For the year ended 31 December 2017

15. 2 &P | E (&) 15. SEGMENT REPORTING (Continued)

a) IPHEE BEREE(H) a) Segment results, assets and liabilities (Continued)
FR - HRRETFAEEEREEEARAR Information regarding the Group’s reportable segments
ABEPEERETEHD PRI ZAN as provided to the Group’'s CODM for the purposes of
EEEFRDBERBRINOT resource allocation and assessment of segment

performance for the year is as follows:

mt it K @t

Rare earth Refractory Total
ZBtEF T RF ZB-tE “T-RF ZB-t§E T RF
2017 2016 2017 2016 2017 2016

TiER TR FTHER TR TR TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

KELHINZE ZWA  Revenue from external

customers 386,533 436,477 250,629 272,643 637,162 709,120
AEEMA Inter-segment revenue 214 28 _ _ 214 78
ERHHWA Reportable segment revenue 386,747 436,505 250,629 272,643 637,376 709,148
SHRAM(EE)/  Reportable segment (loss)/profit
%R (BZEBITDA) (Adjusted EBITDA) (37.455) (46,465 34,752 26,966 (2,703)  (19,499)
MEKA Interest income 2,906 2,333 2,850 2,612 5,756 4,945
BE A5 B K Finance costs (1,869) (3,904) - - (1,869) (3,904)
n¥ - BER Depreciation of property, plant
REZHE and equipment (27,573) (30,630) (29,577)  (29,540) (57,150) (60,170)

mERH TR Amortisation of prepaid lease
THHe B payments on land under

operating leases (1,905) (1,903) (2,184) (2,320) (4,089) (4,223)
FEYEE S 2 B2 Impairment loss on trade
receivables (934) (1,795) (56) (8,557) (990) (10,352)
HinEWR 2z Impairment loss on other
REEE receivables (165) (25) (428) (178) (593) (203)
FE U BR 3 2 R {E Reversal of impairment loss on
BEREE trade receivables 898 333 3,547 4,043 4,445 4376
Hitn B2 Reversal of impairment loss on
AR D other receivables 6 126 175 40 181 166
HEHBARZER Loss on disposal of subsidiaries (5,697) - - - (5,697) -
ERHBEE Reportable segment assets 1,637,014 1,703,199 1,885,148 1,764,463 3,522,162 3,467,662
REFERD Additions to non-current
PHEE segment assets:
0% BE — Property, plant and
B equipment 12,665 99 5,303 1,928 17,968 2,027
ERHBERE Reportable segment liabilities 576,568 = 636,600 191,635 185760 768,203 822,360
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15. D W/RE (#) 15. SEGMENT REPORTING (Continued)
b) EZHH/FBUWA - ZAREBE -BEER b) Reconciliations of reportable segment revenue,
BBEZHIE profit or loss, assets and liabilities
—E—tF ZT—RF
2017 2016
THET FAT
HK$'000 HK$'000
A Revenue
EHDIBUYA Reportable segment revenue 637,376 709,148
HEH 2 BB YA Elimination of inter-segment revenue (214) (28)
REWA Consolidated revenue 637,162 709,120
RIS E 18 Profit or loss
EHmHHEE Reportable segment loss (2,703) (19,499)
88 > B s A S g 1B Elimination of inter-segment
profit or loss - -
REREBEEINEF 2 Reportable segment loss derived from
SHRATER Group's external customers (2,703) (19,499)
HalA Other income 5,756 4,946
mE - WELRETE Depreciation of property, plant and
equipment (57,156) (60,177)
LERAOTIEN L E 2884  Amortisation of prepaid lease payments
on land under operating leases (4,089) (4,223)
B 7S Ak R Finance costs (1,869) (3,904)
AOBAERS Unallocated corporate expenses (19,341) (15,546)
GLAEBRTAIER Consolidated loss before taxation (79,402) (98,403)
FTiS i i Income tax charge (5,379) (9,473)
RERTIEEE Consolidated loss after taxation (84,781) (107,876)
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15. D WHRE (#)

15. SEGMENT REPORTING (Continued)
b) EHRFIBURA - - ZFREE -EER b) Reconciliations of reportable segment revenue,

EE2HIR(E) profit or loss, assets and liabilities (Continued)
—E—tE —E—X
2017 2016
TAERT FHT
HK$’'000 HK$'000
BE Assets
2R/ HAEE Reportable segment assets 3,522,162 3,467,662
£ 90 20 1 JE Wi g aE Elimination of inter-segment receivables (613,103) (572,380)
2,909,059 2,895,282
KoRHE KRS EEER Unallocated cash and cash equivalents 10,010 12,117
AOMEEEE Unallocated corporate assets 771 1,435
BIERIEEE Deferred tax assets - 4,525
EEEEE Tax recoverable 1,751 1,642
SCEBEAE Consolidated total assets 2,921,591 2,915,001
afE Liabilities
ERpEEE Reportable segment liabilities 768,203 822,360
T 88 0 BF ] FE A< 3008 Elimination of inter-segment payables (613,103) (572,380)
155,100 249,980
AOMEEAE Unallocated corporate liabilities 6,168 6,634
BEEFHIBAE Deferred tax liabilities - 811
FERM IR Tax payable 6,513 2,561
HEBEReE Consolidated total liabilities 167,781 259,986
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NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

15. SEGMENT REPORTING (Continued)

¢) Geographical information

(i)

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

goods were delivered.

—E—tHF ZE—RF
2017 2016
FTHExT FHET
HK$'000 HK$'000
B (GEfE) The PRC (place of domicile) 508,856 551,484
SRN Japan 63,372 65,042
BOM Europe 25,930 42,926
ERNEEREH The United States of America 14,294 29,724
HAth Others 24,710 19,944
128,306 157,636
637,162 709,120

HEHTEEE (i) Specified non-current assets

AEBZREFRRDEE B
ME - BEERE KLROT
BNt EE  HMERPEE
REE -

ZERTERRPEECHWRUE
DRBOEEERMAE RS (B
ME - BELR®RE KLRQT
ENtEEREMFERDEE
mE): R n 2% EmME
wH(AEEmME) &0 -

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

non-current asset and goodwill.

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
and (i) the location of the operation to which they

are allocated, in the case of goodwill.
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15. D EHE (@) 15. SEGMENT REPORTING (Continued)
o HEZEH(E) c) Geographical information (Continued)

d)

(i) HEFEBEE (&)
REREFRDEEZLHELE

(i) Specified non-current assets (Continued)

The geographical location of these specified

HolmT non-current assets are set out below:
—E—+tF —Z—RF
2017 2016
THET TR
HK$'000 HK$'000
RE (REMbE) The PRC (place of domicile) 409,074 475,844
BB Hong Kong 8 13
409,082 475,857
FREEREFZEHN d) Information about major customers
REMERESZBAMEREEREA Revenue from external customers individually contributing
10%3 A E2AT 10% or more of the Group'’s total revenue is as follows:
—E—+tF —E—RF
2017 2016
THET FHET
HK$'000 HK$'000
EFEA Customer A 101,613 129,960
=FB Customer B 78,760 -

REBEE_E—+tFR-_T—AR"F+=
A=+—BLFEHHAKRELARE
ZWATNELEBHEERLIES

| Report 2017 &

Revenue from the above customers during the years
ended 31 December 2017 and 2016 are generated from
sales of rare earth products.
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BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

16. GOODWILL
FHT
HK$'000
&S Cost
RZE—RF—H—H At 1 January 2016 214,962
EHE=R Exchange differences (4,971)
RZEBE—FRFt+-_A=1+—HK At 31 December 2016
—T—+%—fF—H and 1 January 2017 209,991
EHER Exchange differences 5,150
RZZE—tF+=A=+—H At 31 December 2017 215,141
RiHRE Accumulated impairment
R=ZZT—X~"F¥—HA—H At 1 January 2016 214,962
PEH =8 Exchange differences (4,971)
RZZE—RFE+-_A=+—HK At 31 December 2016
—T—+F—H—H and 1 January 2017 209,991
EH =R Exchange differences 5,150
R-E—+F+=-_A=+—H At 31 December 2017 215,141

BRMEE

RZE2E—tFK
T RF+ZA=1+—H

Carrying amount

At 31 December 2017 and 2016
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16. & (&) 16. GOODWILL (Continued)
REHBHELEER  KBETHHEBEAR A At the end of each reporting period, the goodwill arising from
2RI EL Z BB WER ARG the acquisition of equity interests in the following subsidiaries
REBRKEBBAKBERESANEERE represented the excess of the cost of acquisition over the
BEZAFEREDR KA : Group's interest in the fair value of the identifiable assets and

liabilities acquired at the date of acquisition:

HWEAE AR 5% B 8 pan:) TEEHR
Name of subsidiary Date of acquisition Segment Principal activities
ELMBERABREERAR ((RRABE]) —ZZME iy K53 SERHERRBEER
—A=tAH
Wuxi Xinwei High Temperature Ceramics 29 January 2004 Refractory segment  Manufacturing and sales of high
Co., Ltd. (“High Temperature Ceramics") temperature ceramics products
BRmEEEBEARAR ([HEEE]) “TTHE iy X 5> 26 SENHE R Em
+-A=+=H
Haicheng City Suhai Magnesium Ore 23 December 2005 Refractory segment Manufacturing and sales of
Co., Ltd. (“Suhai Magnesium”) magnesium products
W= B R R e ER Y R EREL Y The goodwill arising from the acquisition of equity interests in
HECRUAEE R HRME - High Temperature Ceramics and Suhai Magnesium was fully

impaired in previous years.
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17. PROPERTY, PLANT AND EQUIPMENT

B BAZRE
BRET HERRE REE "E ERIE #BE
Buildings ~ Machinery Office
held for and  equipment Motor Construction-
ownuse equipment and fixtures vehicles  in-progress Total
THL THL THL TET TEL TEL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
KA Cost
—E-x"E-fA-H At 1 January 2016 388,685 926,255 9,474 17,508 16,537 1,358,459
NE Additions - 862 33 971 161 2,027
MERTREA Transfer from
construction-in-progress 5,765 - - - (5,765) -
RE Disposals - = (92) - - (92)
ERZZE Exchange differences (24,820) (58,741) (575) (1,140) (872) (86,148)
RIE—RE At 31 December 2016 and
+-A=t-BR 1 January 2017
“E—+&-f-H 369,630 868,376 8,840 17,339 10,061 1,274,246
nE Additions = 3,964 - - 14,004 17,968
mERTIREA Transfer from
construction-in-progress - 11,854 - - (11,854) -
RE Disposals - - (82) - - (82)
HEMBARERIEER  Derecognised on disposal of
(F3E32) subsidiaries (note 32) (100,929) (45,007) (809) (956) - (147,701)
ERER Exchange differences 25,236 61,130 589 1,210 781 88,946
RZE—t% At 31 December 2017
+-A=1+-H 293,937 900,317 8,538 17,593 12,992 1,233,377
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17. %> BERRZE @) 17. PROPERTY, PLANT AND EQUIPMENT (Continued)
B BAZRME
BRET HERRE REE RE ERIR B
Buildings ~ Machinery Office
held for and  equipment Motor  Construction-
ownuse  equipment  and fixtures vehicles  in-progress Total

TR TR TR TR TERL TERL
HK$000 HK$000 HK$000 HK$000 HK$000 HK$'000

2 RERAE Accumulated depreciation
and impairment

R-E-~E-f-H At 1 January 2016 250,856 685,164 8,963 12,540 - 957,523
REER Charge for the year 16,162 41,438 368 2,209 - 60,177
READ Written back on disposals - - (92) - - (92)
EREE Exchange differences (16,413) (44,742) (555) (864) - (62,574)
RIZ-1% At 31 December 2016 and

+-A=t-Hk 1 January 2017

“£—+%-8-H 250,605 681,860 8,684 13,885 - 955,034
REE R Charge for the year 16,263 39,830 7 992 - 57,156
READ Written back on disposals = = (75) = = (75)
HERBDERE Eliminated on disposal of

(r3E32) subsidiaries (note 32) (72,182) (28,057) (806) (956) - (102,001)
EHZEZ Exchange differences 17,674 49,022 582 1,002 - 68,280
RZE—+E At 31 December 2017

+-A=t+-H 212,360 742,655 8,456 14,923 - 978,394

KEE Carrying amount

RIZ-t% At 31 December 2017

+-A=t+-H 81,577 157,662 82 2,670 12,992 254,983
RZE-RE At 31 December 2016

+-A=1+-H 119,025 186,516 156 3,454 10,061 319,212

M &E Notes:

i) R-BE—+tFR_F—RF+_A=+— i) As at 31 December 2017 and 2016, the buildings held for own
H HEEREFHARFERE+THHE use are situated on lands held under medium-term leases in the
RS S Pl nb: D PRC.

i) RNIE-—RE+-A=+—80 KELHE ii)  As at 31 December 2016, certain buildings with aggregate
#932,393,0008 L (ZE—+tF : &) 2 & carrying amount of approximately HK$32,393,000 (2017: Nil)
TRFEHERERRGSEMEE ZERR - were pledged as collateral for other borrowings. Details of the
BREMES 2 BRI 27 - other borrowings are set out in note 27.
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18. PREPAID LEASE PAYMENTS ON LAND UNDER
OPERATING LEASES

—E—tE —E-RF
2017 2016
FERT FHBT
HK$' 000 HK$'000
R—A—RAZEKHEE Carrying amount at 1 January 143,648 157,737
NG S (B REQ)) Amortisation for the year (note (i) (4,089) (4,223)
o 5 BB R R B AR LETERR Derecognised on disposal of subsidiaries
(Mi5£32) (note 32) (9,457) -
ENER Exchange differences 9,863 (9,866)
RN+ A=+—RAZKEE Carrying amount at 31 December 139,965 143,648
Rz HE - : Leasehold lands in the PRC:
IR 4 Medium-term leases 139,965 143,648
MBEBRMELE 22T Analysed for reporting purposes as:
mENEE Current asset 4,007 3,956
EMEE E Non-current asset 135,958 139,692
139,965 143,648

() #HEXHA773,0008 7T (ZF—N&F:
765,0005% 7T) }3,316,000 7T (= & — 7%
4 : 3,458,000 ) R RIFFABE=T
—tE+-f=t+—HLEFEFLERX
FHERARERERN -

(i) RZBE—RE+ZA=+—H KEHEY
9,108,000 L (=T —t & &#) v HAEL
WEEBEAMGSEMEEZRAR -8
BEAMEE 2 FIE R 27 ©

Notes:

(i) The amortisation charges of approximately HK$773,000 (2016:
HK$765,000) and HK$3,316,000 (2016: HK$3,458,000) are
included in cost of sales and administrative expenses,
respectively, in the consolidated statement of profit or loss for
the year ended 31 December 2017.

(i)  As at 31 December 2016, a leasehold land with carrying amount
of approximately HK$9,108,000 (2017: Nil) was pledged as
collateral for other borrowings. Details of the other borrowings
are set out in note 27.
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NOTES TO THE FINANCIAL STATEMENTS

BZ-Z2—tH+=-A=+—HLLEE For the year ended 31 December 2017

19. HEARAZRE

R-ZTE—+&F+-_A=+—H KQall

19.

INVESTMENTS IN SUBSIDIARIES
As at 31 December 2017, the particulars of the Company’s

BRARIZEBHOT : subsidiaries are as follows:
itp 4 3
Proportion of ownership interest
HRAL/HL BEGIGE I 558 —FnE
HEARER JHERRS  EERY hazitE  EREE ADEKE  NEKE  IERE
Place and date Particulars of Effective
of incorporation/ Place of issuedand  interest of Held by Held by
Name of subsidiary establishment  business  paid up capital  the Group the Company a subsidiary  Principal activities
% % %
HRERERAR EERAHEE Bl 0RERERE 100 100 - REER
—WANETZRA=H 1ZT ERR
Lee Shing Holdings Limited British Virgin Islands Note (d) 20 ordinary shares 100 100 - Investment holding
3 December 1998 of US§$1 each
EHERES(L5)ARAA 4 48 aRak 100 100 - EFRLER
() ZETTECACTMA 200,000%7
Wellfire (Shanghai) Company The PRC The PRC  Registered capital 100 100 Trading of rare earth
Limited (note (a)) 24 February 2000 1S§200,000 products
Dynamic Goal Worldwide Inc. ABRAES W0 WhEHEE 100 - 100 HEAER
ZZLRFRA=T-A 1ZT ERR
Dynamic Goal Worldwide Inc. British Virgin lslands Note (d) 2 ordinary shares 100 - 100 Investment holding
31 May 2000 of US$1 each
ERNEARRLERAR il i &R 95 - %5 BERHERLIER
(KE&E(b) -ANZEtATA 15,660,007
Yixing Xinwei Leeshing Rare The PRC The PRC  Registered capital 95 - 95 Manufacturing and sales
Earth Company Limited (note (b)) 17 July 1993 US$15,660,000 of rare earth products
FIRA A ((a) T8 hE iER 100 - 100 BEREERIER
—hANELA=1R 17,000,000% 7
Leeshing Refractory (note (a)) The PRC The PRC  Registered capital 100 - 100 Manufacturing and sales
30 July 1999 U5$17,000,000 of refractory products
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B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

19. INVESTMENTS IN SUBSIDIARIES (Continued)

itaL; L300
Proportion of ownership interest
HRAL/HL BRREAR 558 -BHE
il PEER: JHERRE  EERY Rhaz#t  EREE  A0EKE AABE  IERE
Place and date Particulars of Effective
of incorporation/ Place of issued and interest of Held by Held by
Name of subsidiary establishment ~ business  paid up capital  the Group the Company a subsidiary  Principal activities
% % %
BRNBRAMHERAT Giléd el AMER 100 - 100 FEEH (ie)
(Kt(a) ZET-ECAC1H 8,520000%7
Wuxi Xinwei Fluorescent Materials The PRC The PRC  Registered capital 100 = 100 Dormant (note (e))
Co., Ltd. (note (@) 20 December 2001 US$8,520,000
MHERERAE {3 & ERR 100 - 100 BH%iER
—AANETAZT=ZH T
Microtech Resources Limited HongKong  HongKong  Ordinary shares 100 - 100 Trading of rare earth
23 October 1998 HK$2 products
tEBLEAARLT 30 Bk i 100 - 100 BELE
“Z3EF-AC1MA T
China Rare Earth Trading Limited Hong Kong ~ Hong Kong ~ Ordinary shares 100 = 100 Dormant
24 March 2000 HK$2
BRBE (i) E hE iEx 100 - 100 BERHEREMEER
“ET°ENA-A 30,000,000/ 7
High Temperature Ceramics The PRC The PRC Registered capital 100 - 100 Manufacturing and sales
(note (a)) 1 April 2002 HK$30,000,000 of high temperature
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NOTES TO THE FINANCIAL STATEMENTS

BZ-Z2—tH+=-A=+—HLLEE For the year ended 31 December 2017

19. B QR ZKRE (&) 19. INVESTMENTS IN SUBSIDIARIES (Continued)
frERERLA
Proportion of ownership interest
HRRL/ KL BRIREMR 158 -BHE
il PEER: JHHRRE  EERY Raz#t  ERER ADARE AARE  IEER
Place and date Particulars of Effective
of incorporation/ Place of issuedand interest of Held by Held by
Name of subsidiary establishment  business  paid up capital  the Group the Company a subsidiary  Principal activities
% % %
gisaE (i) il hE AR 100 - 100 ZEREERDER
“EZ_FRACtLA AKE25,000,0007
Suhai Magnesium (note (c)) The PRC The PRC  Registered capital 100 - 100 Manufacturing and sales
27 April 2002 RMB25,000,000 of magnesium products
ERFAZEEBIHAERLR Gl e AR 100 - 100 BERHEMNEEER
(Kf&t(a)) TERREAACTLA 3,000,000£70
Yixing Wellfire Nonmetal Materials The PRC The PRC  Registered capital 100 - 100 Manufacturing and sales
Co., Ltd. (note (a)) 27 September 2006 US$3,000,000 of refractory related
products
EHRBANRFERERAT il kG AR 100 - 100 ZERHEEDER
(K &£(a) ZETEAACTIR 3,500,000%70
Hai Cheng Xinwei Leeshing The PRC The PRC  Registered capital 100 - 100 Manufacturing and sales
Magnesium Resources Co., Ltd. 28 September 2006 1593,500,000 of magnesium products
(note (a))
EREREHERERAT hE HE AR 100 - 100 BEEEK (W)
(Kr(a) ZE-BE+-ACtiH 200,000,000/ 70
Yixing Changrong Trading The PRC The PRC  Registered capital 100 - 100 Dormant (note (g))
Development Co., Ltd. (note (a)) 26 November 2010 HK$200,000,000
SRERARAT & HERE() Lk 100 - 100 &SR
S o
Golden Mile Holdings Limited Hong Kong Note (d) Ordinary share 100 - 100 Investment holding
6 December 2010 HK$1
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19.

20.

MEQEZRE (@)
P

a)  ZERERRESEIEGIEMKLRINEE
Bh¥-

by ZARBEPBEAMZEMKLAFIEE
1=F

O FZARREBEPBEPIEMALAETREE

NG

d) ZERAR/LEREIZLXMHMIKE

RNRIEERTBUAGIETEHRERF -

e) ®%E

ﬁﬁW%”ﬂ%ﬁEﬁ%¢#5ﬁ¢WE
AREEEERZERE

=+—BLEE K&
BERFFERER -

—RNFETH
i IN=NCIES:

HttERBEaE
AEBEEMIFRDEERT FREARBA
(TEBRFDETREEZ -BHEELHZ
PR o

REBEE-Z——F+-_A=+—HILFE "
AARZHBEAREEHRAMER L ER
RRIWE T BREBS  SEBFHER
Z FEHA-BRADEEREMEZ
MELH WS- B RETHESE
RE(E - BEREENUEEE 2 EURER -

R-F—tE+-A=+—8 THHA
EREFNLHZOE RAKBNEAGH
BREMEELEX L ERRER A

NAEERA N-_ZE—+&+=-A
- HEFHATNEGIERDEEZ
EEAE -

19.

20.

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

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.

c¢)  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.

e) These companies are under deregistration process under the laws
of the PRC.

None of the subsidiaries had any debt securities subsisting at

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

The Group had no subsidiary which has material
non-controlling interests for the years ended 31 December
2017 and 2016.

OTHER NON-CURRENT ASSET
Other non-current asset of the Group represents the cost of a
piece of leasehold land to be compensated by Dingshu Town

People’s Government (“Dingshu Government”).

During the year ended 31 December 2012, Yixing Xinwei
Leeshing Rare Earth Company Limited, 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 2017, 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 2017.
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NOTES TO THE FINANCIAL STATEMENTS

BE-FT—tF+=A=+—BLLFE For the year ended 31 December 2017

21. B8 21. INVENTORIES
a) HRAEUBRRRZEESRE: a) Inventories in the consolidated statement of financial

position comprise:

—E—tF —E—RF

2017 2016

TER FHT

HK$’ 000 HK$'000

B H Raw materials 30,578 34,127

pak- e Work in progress 82,146 72,040

7 X am Finished goods 60,038 86,808

172,762 192,975

b) HRARIZEESBZAWHET : b)  The analysis of the amount of inventories recognised as
an expense is as follows:

—E—+tF ZE—AF

2017 2016

TERT FHT

HK$’' 000 HK$'000

EEFEZEREE Carrying amount of inventories sold 585,894 691,628

FEMBK Write down of inventories 26,331 14,730

7 & i B ¢ [l Reversal of write down of inventories (694) (2,168)

611,531 704,190

EXTFEME&ER 5 R R FEARTRE The reversal of write down of inventories arose due to an

BEWETER (G 215 R E increase in the estimated net realisable value of certain

e products during the year as a result of change in market

conditions.
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22.

ERERREMERR  BARE

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

22. TRADE AND OTHER RECEIVABLES, PREPAYMENTS

k& AND DEPOSITS
—E—tF —ZE—RF
2017 2016
FEx FHExT
HK$' 000 HK$'000
JE U BR 2 % fE U = 4% Trade debtors and bills receivables 169,180 258,315
o BB M ENEE Less: Impairment loss on trade debtors and
BB E R (B 5E) bills receivables (note (c)) (30,672) (34,183)
JEWAR R I B W R AR F B Trade debtors and bills receivables, net
(M 5E(b)) (note (b)) 138508 224132
H fth FE UK Other receivables 152,595 6,389
o Bt MR 2 REEBE Less: Impairment loss on other receivables
(B =E(c)) (note () (2,064) (1,530)
H b eI 558 Other receivable, net 150,531 4,859
J& W B8 38 2 Bl 3 E (T sE(e)) Amount due from a related company
(note (e)) - 4,957
E R KRR Loan and receivables 289,039 233,948
H b a] R B FIE Other tax refundable 48,052 47,674
J7E Uit BR 2 K L th e Ui 2R Trade and other receivables 337,091 281,622
TLEE B Mk e 4 FE g TR A Prepayments to suppliers for purchase of
FRIE (M 3E() materials (note (f)) 317,860 254,672
HEmBENRERES Other prepayments and deposits 13,936 33,634
ENRERES Prepayments and deposits 331,796 288,306
4=t Total 668,887 569,928
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BZ-Z2—tH+=-A=+—HLLEE For the year ended 31 December 2017

2. EWRARRAEMEVRR BALRE 22. TRADE AND OTHER RECEIVABLES, PREPAYMENTS

REE (1) AND DEPOSITS (Continued)

B E Notes:

a)  FTB B WCER AR R E R K - TR RIE R a) Al of the trade and other receivables, prepayments and deposits
RPN —FRKEEREHAS ° are expected to be recovered or recognised as expense within

one year.

b) REBUREREFEZZAHREKEERZEZELA b)  The presentation of ageing analysis of the trade debtors based
H (B ARRBBHEE) 25 2Rk DT on the invoice date and the bills receivables based on the
R issuance date, which is approximate to the revenue recognition

date, is as follows:

—E—tF —T—X

2017 2016
FEx FHEIT
HK$'000 HK$'000
618 A AR Less than 6 months 93,271 130,307
6EAE1FUA 6 months to less than 1 year 23,264 34,062
1226 LA 1 year to less than 2 years 14,099 47,532
2FLAE Over 2 years 38,546 46,414
169,180 258,315

B RUBR R R BN EZE 2 R(EETE  Less: Impairment loss on trade debtors
and bills receivables (30,672) (34,183)
138,508 224,132
REBEEZE_ZT—tEtFRZZE-—X"F+=A During the years ended 31 December 2017 and 2016, the Group
E+—BLEFE AEELHTHEHEFE allows an average credit period of 0 to 180 days to its

1808 2 FHEEHR - customers.

REBEEERTMEE S /B BAE 7 RARK Credit is offered to customers following an assessment of their
THEERL AEEBRMEBEEFHIEEE financial abilities and payment track record. Credit limits are set
BE BEEREZHETHARBBEER out for all customers and these can be exceeded only with the
RE-EREETEEEBHIERERR approval from management. Management also monitors overdue
JFEE U ZE 4 1 R R [B] 5% 5 R MR FRIB o trade debtors and bills receivables, and follows up the collection

of these receivables.
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k€ (#)
B et : (#)
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&

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

22. TRADE AND OTHER RECEIVABLES, PREPAYMENTS

AND DEPOSITS (Continued)
Notes: (Continued)

Q) Impairment of trade debtors and bills receivables, and other
receivables

REBE 2 EHIOT : The movements of allowance for doubtful debts is as follows:
EYEERRERRE ZRHE Hih R 2 B E
Impairment of trade debtors Impairment of

and bills receivables other receivables
—E—tF —T—RF —E—+tF ZE-RF
2017 2016 2017 2016
FHER FHT F#&xT FHT
HK$°000 HK$'000 HK$"000 HK$'000
®n—A—H At 1 January 34,183 30,318 1,530 1,595
ErERREEER Impairment loss recognised 990 10,352 593 203
REE R Reversal of impairment loss (4,445) (4,376) (181) (166)
kNG Derecognised on disposal (2,315) - - -

RIETER of subsidiaries

EHER Exchange differences 2,259 (2,111) 122 (102)
R+—_A=+—8 At 31 December 30,672 34,183 2,064 1,530

P M B R T MR R R DA e e R 2 R
BEEBRRAEGBRIE BRIEAKERR
ZREZWE T ES  EZBERT
BB B 18 S FE M BR TR e JE U R AR A I B
L FE SR B 2 s (LB RE2(g)(0))

JFE B 0 B P MR 3R 4 DA R L b L KR B
BREERELIRRTAREZZERK
R ERE N - B EFE & ERER
R 2 ERIAE T ARD

R_ZE—+tFE+-_A=+—8 KX£EH
Bl /& 8 4930,672,00058 7T (=B — X -
34,183,000/ jT) %2,064,000/8 7T (=&
— 754 11,530,000/ 70) 2 FE W AR 3R & fE
U 22 45 DA R L i 18 UK K1 B 7 T2 A 0 (E I
BEEL 288 E - 5@ RRE R KK A
RERAHEERBRIFENREERBE
W ATBERBEEHAZHE - Bt @ fE
WEER R ENEZEIA R EbERR ST
REREE D 511 47990,0008 7T (Z B — R4 :
10,352,000/ 7T) 593,000/ L (= F — 7~
1 203,000 L) ERFRER - A5 E
WERZEERFEEMERR

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(g)(i)).

Reversal of impairment loss on trade debtors and bills
receivables, and other receivables represented 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 2017, trade debtors and bills receivables, and
other receivables amounting to approximately HK$30,672,000
(2016: HK$34,183,000) and HK$2,064,000 (2016:
HK$1,530,000), 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$990,000 (2016:
HK$10,352,000) and HK$593,000 (2016: HK$203,000),
respectively, were recognised during the year. The Group does
not hold any collateral over these balances.
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BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017

22 BEURRRAEMERNK  AAXRE

22. TRADE AND OTHER RECEIVABLES, PREPAYMENTS

REE€ (#) AND DEPOSITS (Continued)
BisE : () Notes: (Continued)
d) WEREZEREREEREE d)  Trade debtors and bills receivables that are not impaired
S 4 {7 Bl 8k £ R148 A 15 B8 R E < FE W R The ageing analysis of trade debtors and bills receivables that are
AR EREEZREDTAOT : neither individually nor collectively considered to be impaired are
as follows:
—E—tF —E-RE
2017 2016
FiEx FExT
HK$'000 HK$'000
KRB RRE Neither past due nor impaired 60,396 113,851
BEIDR61E A Less than 6 months past due 45,814 48,579
B ERREeEARIMIF More than 6 months but less than
1 year past due 17,946 36,952
B AR IE & More than 1 year past due 14,352 24,750
78,112 110,281
138,508 224,132
AR B RRE 2 B TIE S £ 3 878 Receivables that were neither past due nor impaired relate to a
BHRESRZEFER - wide range of customers for whom there was no recent history
of default.
BEaHERBECEERES ZEREE Receivables that were past due but not impaired relate to a
RERHARCBZBIRTFEH - BB number of independent customers that have a good track record
BEKLR BEEREHEE AREEERY with the Group. Based on past experience, management believes
HMERNEE BRSEHRNER AT ZH that no impairment allowance is necessary in respect of these
Wem - B AGAE BEGRELRERE - balances as there has not been a significant change in credit
AEBVERZSEBRFTEEMNERR - quality and the balances are still considered fully recoverable.
The Group does not hold any collateral over these balances.
e) RIE—R"F+ZA=+—H EREZE e) As at 31 December 2016, the amount due from a related
RAESHZ DREBRERAR ([HEH)Z company, Wuxi Pan Asia Environmental Protection Technologies
D) FELAERE 2B NIREKEERE - Limited (“Wuxi Pan-Asia”) was unsecured, interest-free and
RRAREZEREEENRERZECE repayable on demand. Mr. Jiang Quanlong, a director of the
E-REE-_ZT—R"E+-_A=+—HIt Company, is also a director of Wuxi Pan-Asia. The maximum
FE - RMEBHRRHKIBLIAS5,293,0008 7T amount outstanding during the year ended 31 December 2016
was approximately HK$5,293,000.
f) RZTE—+tHF+-A=+—H x5EH f)  As at 31 December 2017, the Group prepaid an aggregate

BERETRMAMBRNZZEREENE
##9317,860,0008 L (=ZF — N F :
254,672,000/8 7T) °

amount of approximately HK$317,860,000 (2016:
HK$254,672,000) to several suppliers for purchase of rare earth
and refractory materials.
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B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

23. RESTRICTED BANK DEPOSITS

As at 31 December 2016, the restricted bank deposits
represented bank deposits restricted by banks for issuance of
letters of credit to certain suppliers. The restricted bank

deposits carried interest rate at 1.55% per annum.

BeRBE£EEER 24. CASH AND CASH EQUIVALENTS
—E—tF —E—RF
2017 2016
FTET FHBIT
HK$’000 HK$'000
IRITHEHR LB Bank balances and cash 1,665,102 1,649,125

RekBeEEEIRREASERAZR
e RIERITMEEFNENF0%ZE0.3% (=
g_ﬁi : 0%?:03%);"»/%\25&%—}%% R °

RZZE—+tHF+ZA=+—H AEEF
ERERNEETREIEER ZAR
BEHAERITA 8 IR £ 4 /51,635,632,000
BIL(ZZE—7N%F : 1,624,803,0008 L) °

BAERIRENRE BFRER
Hitp AR

25.

Cash and cash equivalents comprise cash held by the Group
and bank balances at prevailing market interest rates ranging
from 0% to 0.3% (2016: 0% to 0.3%) per annum.

As at 31 December 2017, the Group had bank balances and
cash denominated in RMB that were either not freely
convertible or were subject to exchange controls in the PRC
amounting to approximately HK$1,635,632,000 (2016:
HK$1,624,803,000).

TRADE AND BILLS PAYABLES, ACCRUALS AND
OTHER PAYABLES

—E—+tE ZE—RF

2017 2016

FET FAET

HK$’000 HK$'000

ERNERRENER Trade and bills payables 81,473 101,317
TERE R R E RN K Accrued expenses and other payables 27,598 66,974
T8 U R IE Receipts in advance 46,931 3,113
H SR IE Other tax payables 1,492 3,932
JEE 5t /IR f H At FE 1< 3R Accruals and other payables 76,021 74,019
mE Total 157,494 175,336
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BE-FT—tF+=A=+—BLLFE For the year ended 31 December 2017

25.

26.

ENEFRRESEZEE B RER 25. TRADE AND BILLS PAYABLES, ACCRUALS AND

H o B K (#) OTHER PAYABLES (Continued)
ENERREZANREMREZRE LA The ageing analysis of trade and bills payables presented based
B2 2RI DT T ¢ on the invoice date of trade payables and the issuance date of

bills payables, is as follows:

—E—+F —E—RF
2017 2016
FTET FET
HK$’' 000 HK$'000
618 A AR Less than 6 months 38,471 62,869
68 A= 1F A 6 months to less than 1 year 10,480 21,137
1822F A 1 year to less than 2 years 18,578 13,168
26 E Over 2 years 13,944 4,143
81,473 101,317

ENESNRE 26. AMOUNTS DUE TO DIRECTORS
—E—+F —E-RF
2017 2016
FERT T
HK$’000 HK$'000
Bt Ms. Qian Yuanying 45 45
BERELE Mr. Jiang Quanlong 3,562 3,044
BAmEE Mr. Jiang Cainan 167 156
3,774 3,245
EREZEREAERR %8 RIEERE The amounts due to directors are unsecured, interest-free and

B8 - repayable on demand.
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BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

27. RITREBEE 27. BANK AND OTHER BORROWINGS
—E—tF T —RF
2017 2016
TET FAET
HK$' 000 HK$'000
R1T7EE (M7E@)) Bank borrowings (note (a)) - 50,084
H i EE (b)) Other borrowings (note (b)) - 27,949
- 78,033

P&E Notes:

a) MN-_ZE—R"E+-_A=+—8 87EE a) As at 31 December 2016, the bank borrowings were
UIARRTIE &R ATEEH & denominated in Renminbi, unsecured, fixed rate borrowings
BITERNKRS%ERBR—ERNEE - which carried prevailing interest rate at 5% per annum and

repayable within one year.

by RZE—RNE+-A=+—8B HibEE b) As at 31 December 2016, the other borrowings were
UARKYME B ASNGTBER2.7% denominated in Renminbi with monthly finance charge at a rate
REFE BHAEEMATREERAMBEY of 2.7% and with zero interest rate, secured by the Group’s
32,393,000 T2 EFRAK BN HE buildings situated in the PRC with aggregate carrying amount of
BR H {E 499,108,000 7T 2 FH & + #b 12 K approximately HK$32,393,000 and the Group's leasehold land
W RER—ERNEE - situated in the PRC with carrying amount of approximately

HK$9,108,000 and repayable within one year.
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28. RS BRRERZAEH 28. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION

a) ERN EEMBRARZESR (7 a) The movement of tax payable/(recoverable) in the

Wem) HIE 2 ZEEHFIMT consolidated statement of financial position during the

year are as follows:

—E—+tF —E-RF
2017 2016
TER FHET
HK$’ 000 HK$'000
n—A—H At 1 January 919 1,296
NEEEAE (FT3E9)) Provision for the year (note 9(a))
—HBEPEMREBH — PRC Enterprise Income Tax 5,299 1,477
KRE AT 2 B Withholding tax on unremitted earnings
(B F9(a)) (note 9(a)) - 8,147
HERBARMKEHER  Derecognised upon disposal of subsidiaries 6 -
REFEBENAER Income tax paid during the year
—h P EREH — PRC Enterprise Income Tax (1,491) (1,939)
— R EE H & F 2 B — Withholding tax on unremitted earnings - (8,147)
(1,491) (10,086)
4,733 834
EH=R Exchange differences 29 85
®R+=-—A=+—8H At 31 December 4,762 919
RIERE T EAR R R ER Tax recoverable recognised in the
A] Uy [B] 7 78 consolidated statement of financial position (1,751) (1,642)
RERE KRR ER Tax payable recognised in the consolidated
eS8 statement of financial position 6,513 2,561
e I FE Net tax payable 4,762 919
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28. REREMBMRR R ZAEH ()

b)

ERABZELEHEEEREE

KA ERE K E—EREBEE#E
REEHREE,/ (AE) 2 TEEXK
B R HEE BT

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

28. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)
b) Deferred tax assets and liabilities recognised
The major components of deferred tax assets/(liabilities)
recognised and movements thereon during the current

and prior reporting period:

BeEANT
n% - BER At
REZATERE ZATERR #aE
Fair value
adjustment on
Fair value prepaid lease
adjustment on payments on
property, plant land under
and equipment operating leases Total
THL THL THAL
HK$'000 HK$'000 HK$'000
BISIRBEECEENE: Deferred tax arising from:
W-ZE-~%—HF—H At 1 January 2016 4,695 (886) 3,809
B &5z (H39a) Charged to profit or loss
(note 9(a)) 131 20 151
ERZZE Exchange differences (301) 55 (246)
R-E-"E+-A=+-BkK At 31 December 2016 and
—T—t%-f-H at 1 January 2017 4,525 (811) 3,714
BEE5% (F9a) Charged to profit or loss
(note 9(a)) (99) 19 (80)
WENBARNAILER Derecognised on disposal of
(Fit&32) subsidiaries (note 32) (4,707) 842 (3,865)
EHZZE Exchange differences 281 (50) 231

RZB—tE+-H=+-H

At 31 December 2017
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NOTES TO THE FINANCIAL STATEMENTS

BZ-Z2—tH+=-A=+—HLLEE For the year ended 31 December 2017

28. REEHBRRKRZAEHR @) 28. INCOME TAX IN THE CONSOLIDATED STATEMENT
OF FINANCIAL POSITION (Continued)
b) ERRAZEEHBEEEREE (&) b) Deferred tax assets and liabilities recognised
(Continued)
AT REBMms ZIETH The following is the analysis of the deferred tax assets/
BEAE,/ (BB 9 : (liabilities) for financial reporting purposes:

=2t RIT-RHF

2017 2016
THET THET
HK$’ 000 HK$'000
RERE BBk & R Deferred tax assets recognised in the
RIERITAE B consolidated statement of

financial position - 4,525

RIE M SRR R ERZ Deferred tax liabilities recognised in the

EERIEEE consolidated statement of
financial position - (811)
- 3,714
0 HABRIZEEBEEZEE c) Deferred tax assets not recognised

RZZE—+tF+=-A=+—H8 ' KR As at 31 December 2017, deductible temporary
ZEMBREAERAEBHEEEZA] differences in respect of tax losses not recognised in
MR R Z= 24 /41,590,006,000% 7T these financial statements were approximately
(ZZE—75%F :1,501,819,000/ JT.) ° HK$1,590,006,000 (2016: HK$1,501,819,000). No
B A B DA T8 RISR 2R A SROR - # deferred tax asset has been recognised in respect of such
AR R ER = ERAELERE deductible temporary differences due to the
BE - LABHAGUEERLZ AT unpredictability of future profit streams. Included in the
2 T E5 18 491,153,442,0008 7T (= above are tax losses of approximately HK$1,153,442,000
T — 5 :1,065,062,000/% 7T) © H (2016: HK$1,065,062,000) which can only be carried
fity JE5 18 F] 4B PR B AL EE o forward for a maximum period of five years. Other losses

may be carried forward indefinitely.
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28. R&Z&

d)

BRI R 2 B &8 (80

MABRAZELERBEER
BRER-ZZENE—A—BRERZ
B EMERIE - WENRE KL
NERAXEB IR EHRHEIK
SR A B AR B YA I BB R
MBS HREEBER  AIKA
REERBHRA (WREFEZRKRE)
RI0% R EBMTEINFMER - KT
ENFZAZ+=ZH FBPEER
751 765 48 F Bt 8 BA B4 (2008)15% - R 1t
R-ZEZLFE+-_A=+—HATEI
BRERBHEIMEL 2R B DK iGH#E
BEHMBMAMEH -

RZZT—tF+=_A=+—H AH#
REBRZZHBRRAIBEZSETN\F
ZAPBEEFN2ERERDNAR
402,178,000 L (Z T — N F ¢

367,115,000 7T) ° BN AN & [E BB %
HEREREZEBBRER - BRARE
RAAAIGERE TR =R SRR
ZELTREERAELCHIEBEEN
40,218,000 L (=Z & — X F :
36,712,000/ 7T) °
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

28. 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 2017, temporary differences relating
to the undistributed profits of subsidiaries established in
the PRC since 2008 amounted to approximately
HK$402,178,000 (2016: HK$367,115,000). Deferred tax
liabilities of approximately HK$40,218,000 (2016:
HK$36,712,000) have not been recognised in respect 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.
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NOTES TO THE FINANCIAL STATEMENTS

BE-FT—tF+=A=+—BLLFE For the year ended 31 December 2017

29. RAR % 29. CAPITAL AND RESERVES
a) AEEGAERZZEDBORFEIR a) The reconciliation between the opening and closing
FRZHUEHARGERIZEHENR o balances of each component of the Group’s consolidated
BBEARRERERNBORENE equity is set out in the consolidated statement of
FREM 2 BEFFE - HHWAT 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:

EATERAEL
Attributable to owners of the Company
k& ReEfE 2R L
Share capital Share premium  Accumulated losses Total
TR T T T
HK$'000 HK$'000 HK$'000 HK$'000
RZZ-~E-A-H At 1 January 2016 234,170 2,243,256 (2,360) 2,475,066
ZE-EERRY Changes in equity for 2016:
rEEER Loss for the year - - (16,624) (16,624)
FEEEM2ENE Other comprehensive income
for the year - - - _
rEERAERARE Total comprehensive loss
for the year = - (16,624) (16,624)
RoE-RFT-A=T-HR  At31 December 2016 and
“5-t5-A-H 1 January 2017 234,170 2,243,256 (18,984) 2,458,442
ZE-tEERRY Changes in equity for 2017:
rEEER Loss for the year - - (12,959) (12,959)
FEEEM2ENE Other comprehensive income
for the year - - - =
rEEXARRARE Total comprehensive loss
for the year = = (12,959) (12,959)
R=E-tE+-A=+-H At 31 December 2017 234,170 2,243,256 (31,943) 2,445,483
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29. RAR 4 (80
EERBBITRA

b)

9]

LREEO. 108 7T 2 B4R

Ordinary shares of HK$0.10 each

EE
R-ZE—ARE+-A=+—H

BRITRAE
RZBE-—XRE+ZA=+—H"

“T-—tF-A-AR
“E—t5+-A=+-§

—E—tF-HA-HK
“E—t+F+-H=+—H

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

29. CAPITAL AND RESERVES (Continued)
b) Authorised and issued share capital

RHHE kx|
Number of
shares Amount
T TET
‘000 HK$'000
Authorised
At 31 December 2016,
1 January 2017 and
31 December 2017 4,000,000 400,000
Issued and fully paid
At 31 December 2016,
1 January 2017 and
31 December 2017 2,341,700 234,170

EBRRRAEABRESTREIR K
ERRARBERLEFAER—RZ
KEE -MBEBRYAREZHE
BEDFEHEEE -

HEZHEREH

i)

R 1728 18
RIBEFSHE R BDE (KEF]) -
B4 ek (B B FT (R 0 IR T AR 2 B B
ROEREEEZENRERSZAE
% ARABERONAEE
HREREEELINMES

RRATZ RGO #ERREEHR R
#7149,950,000/5 7T * B K A 7
RBFKIERBRARZHE
TRARBETROZEE - 8BE
REIR—AANEAAZT AR
e 8 R B R R B IR A A1 PR F5 A T
BARIZBRS ZHBAFEERE
BzZEF-

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

¢) Nature and purpose of reserves
i) 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.
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NOTES TO THE FINANCIAL STATEMENTS

BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017

o REIMERBNHE)

i) EAXfEE
EARAFRBEASERESEEA
MEEREZ D REEERELZ
HEE o

iip) VAT
ERBRANBERECHES IR
158 B2 A BAR Al R 4R TE DA R AR
REVARPEKY 2MBARZ A
AERMmMEL  UKAASECE
EEE -

EERBEUTARNEHEBAEFE
ZER(WE)LAERLSERE
A ERETZERE 2EER
BRERTHEIRNERBEMER
Z25% ©

ARAETRFRBEZHERRZE
REREREEFHEERZTH
S RARBEEE 2Tl 2
10%  BEZREEHRESEM
BRZ50% Bk o EH 2B BE
KRR AP IR S 2 AT#ETT °

iv) EREE
R FEEHEEERREFEIMNEER
B2 BREMEE ZFABER
R o SRR TR R M RE2(g)FT
BB BRTARE -

<)

29. CAPITAL AND RESERVES (Continued)

Nature and purpose of reserves (Continued)

ii)

iii)

iv)

Capital reserve

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

reorganisation.

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 policies set out in note 2(q).
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29. BRAR & (&)

d)

EE 2T HDIRER

R-ZE—+tE+-_F=+—H a#t
DERFARBHEEAZ A RRIFHHELE
%8 4)/42,211,313,0008 T (ZZ — X
4 :2,224,272,0008 7T) © H AP B E
AN A IR 15 i B 492,243,256,0007% 7T
(=T — /N4 : 2,243,256,000% 7T) &
K $5 2 51 E5 18 4931,943,00078 7T (=
T — N4 ¢ 18,984,0008 L) ° ZE
BRAELE DR EEHEEZSRRE
ZB ARBVEBRENEERAFT
EBPEENEE - FeEL 2K -

EXRER
AEBEREAZTEBRIRER
SERBRE 2RI NRRRERD
BEEEMBRERE ANES LR
BIEZERRBURLEEKA -

AEEeEBREMENRERELE
ERE NERAERESRRD®RE
REEARRAEXZ ZRBERKF
TROFERREBZERETE ¥
FHELERAZ EBHEAREFEL
HE - RERIRABELARE K&
BrEBRBARRINZRE2E
BOHER REBEATRRIHLEER
ELARUE

HEREH - AEBUEEEE
LEREITE ARG c ZLRUAEE
ZHETREMEERRERREEE
BEBRUARAEAAREEREE
FE-AREER -_ZE—LtER-FT
—NFE+ZA=tT—BY&EFFEHE-
HE-_Z—tF+-_HA=1+—HItHF
EHAE AEBEZRBE_T—RF
R °

AR R R E Ao BT B 1 B 4B 7R ST A
REBZERHRE -
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NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

29. CAPITAL AND RESERVES (Continued)

d)

e)

Distributability of reserves

As at 31 December 2017, the aggregate amount of the
Company'’s reserves available for distribution to owners
of the Company was approximately HK$2,211,313,000
(2016: HK$2,224,272,000) which included the
Company's share premium of approximately
HK$2,243,256,000 (2016: HK$2,243,256,000), and
offsetting with accumulated losses of approximately
HK$31,943,000 (2016: HK$18,984,000). 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.

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 and other
borrowings less cash and cash equivalents over its total
equity attributable to owners of the Company. There
were no net debt for the Group as at 31 December 2017
and 2016. During the year ended 31 December 2017, the
Group's strategy was unchanged from year 2016.

Neither the Company nor any of its subsidiaries are
subject to externally imposed capital requirements.
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BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017

30. EBRRERTE

RIBE-—OFRARNBETZERBEFA
L ARA BRI ERSA — BB RAER
(Bt 8l BNRABREF+
FEX -

REBREFTE  ARARESAIRHAE
BeaREERAMEBABAERRZE
ERAL BRARBAREMBARCE
= ERABRR - HER TP EXEM-
B R A (R M R T B B XAt 8 R
Rtz BR TR BREREA QAR
M-RERSEERRBRR L 2 BRE
NGB ARE - BRETRARAES
ERHENEMEEREETEARALZ
HEANTAERTE ET5ER85BK
RRBBEF+FEZ2HMH T ERER
REGTEI T AR B -

BHE_Z—tFER-_ZT—X~"F+=A
=S+—HLEFERN UEBREEIET
ZIEREER L - AT RIS ARITE ©

30. 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 “Share Option
Scheme”), which will be valid for 10 years from the date of its

adoption.

Under the 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
contribute 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 Share Option Scheme.

There were no share options granted, exercised, forfeited nor
outstanding under the Share Option Scheme during the years
ended 31 December 2017 and 2016.
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31 ERRAEALTRS

a)

HEEALZRS

31.

BRZEMBRRE MM ARE 2R
S REMRIN RRRESERA - T3
REBEE_T—tHFR-ZT—R"FT+=
A=+—BLFEAREELZE

RBEALRS :

BMEALERE

Name of

related party

BRELE
Mr. Jiang Quanlong

® )2 5

Wuxi Pan-Asia

ARBEERR Lt

{BRFRET AL °

HAKE AR

Relationship with
the Group

RARHITES
Executive director of the

Company

RRAEEHRELE
NRHESEZAA
A company of which

Mr. Jiang Quanlong, a

director of the Company,

is also a director

RSN —K
EGBRTREREZSTRS

2t

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

MATERIAL RELATED PARTY TRANSACTIONS

a)

Transactions with related parties

In addition to the transactions and balances disclosed
elsewhere in these financial statements, the directors of
the Company consider that the followings are the
material related party transactions entered into by the
Group during the years ended 31 December 2017 and
2016:

REGMHE Bt TR F

2017 2016

FEx FHAT

Nature of transaction HK$' 000 HK$'000

AEELNHEEER 832 831
Payment of rental expenses

by the Group 832 831

AEBELNHEEER
61 61

Payment of rental expenses

by the Group

61 61

The directors of the Company are of the opinion that the
above transactions were entered into under the normal
course of business and in accordance with the terms of

the agreements governing such transactions.
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31 EXBEALIRS ()

by HEIEEBAEZXS
TREBRABZHE (BHEXMNTH
HIORBEZARRBEERMEIAR
BEZESHMALESREEAR

31. MATERIAL RELATED PARTY TRANSACTIONS
(Continued)
b) Transactions with key management personnel
Emoluments for key management personnel, including
amounts paid to the Company’s directors as disclosed in

note 10, and the highest paid employees and senior

ZEE)WMT management as disclosed in note 11 are as follows:
—E—tF T —RF
2017 2016
TERT FHT
HK$’' 000 HK$'000
CSHREER Short-term employee benefits 6,282 6,140
RIR&REF Post-employment benefits 61 67
6,343 6,207

32. HENRBAF
RZE—+tF+-AZ+=H AEEH
—EBBUE=FEINRNERERZE - A
EREXERERAA ([HRX]) 2100%
7% 3 &N EA500,0008T ([HES
) o BERENB A R EERE KM
HERAREFENFRERFEERKER -
HEEHER=_TE—+tF+=-A=+=H
SERK ©

32. DISPOSAL OF SUBSIDIARIES
On 22 December 2017, the Group entered into a share
transfer agreement with an independent third party to dispose
of its 100% equity interest in Sliver Mile Holdings Limited
(“Silver Mile”) at a cash consideration of HK$500,000 (the
“Disposal”). Silver Mile and its subsidiary namely Yixing Silver
Mile Fluorescent Materials Co., Ltd. were principally engaged
in manufacturing and sales of fluorescent products. The

Disposal was completed on 22 December 2017.

a) BlfRE a) Consideration received
FHT
HK$'000
BEWEENIESLEMEBENRE  Consideration received in cash and cash equivalents 500
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BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

32. HEMELF (#) 32. DISPOSAL OF SUBSIDIARIES (Continued)
b) kERHEEEREBZOM b)  Analysis of assets and liabilities over which control
was lost
FAT
HK$'000
YE - ME NRE Property, plant and equipment 45,700
LERHTEMN LA Prepaid lease payments on land under operating leases 9,457
BEERIBEE Deferred tax assets 4,707
FE Inventories 5,797
i U2 BR 3 B E th B KGR Trade and other receivables 22,418
BRNRELRES Prepayments and deposits 1,600
A Ug Bl 7 18 Tax recoverable 6
RekReEMBEER Cash and cash equivalents 364
ENEREF N EMNZE Trade and bills payables (11,594)
JEE 5T SR IR f H fh FE 15 3R Accruals and other payables (46,236)
RITREMEE Bank and other borrowings (33,274)
REREERE Deferred tax liabilities (842)
HEBEFHE Net liabilities disposed of (1,897)
o HENBARZER ¢) Loss on disposal of subsidiaries
FAT
HK$'000
BERRE Consideration received 500
HE B EFE Net liabilities disposed of 1,897
MEEWB AT Z 4R Cumulative exchange loss in respect of the net liabilities
ENEARERZMBARAME  of the subsidiaries reclassified from equity to profit or
FEZRFENEE loss on loss of control in the subsidiaries (8,094)
RIER PR L ENE R Loss on disposal of subsidiaries recognised
2 18 in profit or loss (5,697)
d HEMBARZAESRAZRHE d) Net cash inflows on disposal of subsidiaries
FAET
HK$'000
BWRERIBESEBEERKE  Consideration received in cash and cash equivalents 500
W HEBRES MBS EEEE  Less: Cash and cash equivalents disposed of (364)
HEZRSRMAFHE Net cash inflows on disposal 136
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BZ-Z2—tH+=-A=+—HLLEE For the year ended 31 December 2017

33. AiE
a) RHERPREER AKERZEY
BRENEHEDE BERRBEZK
BREEZCAINERBREBENEARA

33.

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:
—E—tF —E—RF
2017 2016
TERT FHIT
HK$’ 000 HK$'000
ME - BERERE2ZWEREZEE  Acquisition and construction of
property, plant and equipment 3,581 1,405

b REPBHMELER AKEREY
EZPAHEEERERNBRAAY
MORERSFRAEZZHAMT :

b)

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

respect of properties which fall due as follows:

—E—tF —T-RF

2017 2016

FEx FExT

HK$’ 000 HK$'000

1R Within one year 884 2,015
15 %B5F R After one year but within five years - 882
884 2,897

REBENTEAREREE THA
EEMfzBE -HORESHBEBE
BET RE-—ZRF-HEHEY
RERME

val Report 2017 £

Operating lease payments represent rentals payable by
the Group for certain of its offices. Leases and rentals are
negotiated and fixed for a period of one to five years.

None of the leases includes contingent rentals.




b)

33. EK}%(%;E)

(&)

FaAERERMEMEE 2 AR
AEEERELERBEEALTESZ
T2 A KM E 421,000 T (=
T — N4 : 884,000/ T) 0 BIEE B
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NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

33. COMMITMENTS (Continued)

b)

(Continued)

The above commitments included future lease payments
to Mr. Jiang Quanlong, a director of the Company, and
Wuxi Pan-Asia, a related party as disclosed in note 31, of

approximately HK$21

,000 (2016: HK$884,000) which fall

T

due as follows:

—E—tF —T—RF
2017 2016
FET T

HK$’ 000 HK$'000

FENT T HRREXLEZRK

Future lease payments to

izl Mr. Jiang Quanlong
—1FR — Within one year - 805
—1F&ESFRN — After one year but within five years - =
- 805
JEf FAELS,Z 8.2 K Future lease payments to
BT Wuxi Pan-Asia
—EFR — Within one year 21 59
—1F&ESFA — After one year but within five years - 20
,,,,,,,,,,,,,, 21 . [
21 884
34. ZERE S 2EMIA 34. FINANCIAL INSTRUMENTS BY CATEGORIES
—E—tF A
2017 2016
FTET FHBIT
HK$’ 000 HK$'000
tREE Financial assets
e BR 3R N e W 2 4 Trade debtors and bills receivables 138,508 224,132
H b R UK Other receivables 150,531 4,859
4l UNCIE Amount due from a related company - 4,957
PR H R 1717 5K Restricted bank deposits - 16,993
RekReFMEEAEE Cash and cash equivalents 1,665,102 1,649,125
=& Loans and receivables 1,954,141 1,900,066
RBERATEZSHEAE Financial liabilities measured
at amortised cost
RN EMZE Trade and bills payables 81,473 101,317
TEIRE FH & E e R Accrued expenses and other payables 27,598 66,974
FENEEHE Amounts due to directors 3,774 3,245
BITREMEE Bank and other borrowings - 78,033
112,845 249,569
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35.

—tHE+=A=+—HLLFE For the year ended 31 December 2017

MEERREEREMIAZATE
CRMIACZREBRBEASEEREEKR
?ﬂ?iz *ﬁ A‘//\L@éiﬂ ﬂ
E=EBK %Hho

a) FERR

EERREXSGHFEIBTANER
TERAKEMBER  ER - N&E
BREANERRERFERIZX
SHFETEE  LMFEHERHR
(ER) AREEEETAOEE
ERMERZBR

IR 1EK R R R e L e B R 2

% EEECFY-REER
;T¥§F§1fofl REITRRRE o
SEeTHHEIRZERP ZMBMN
&%ﬁﬁﬂmf3%°&#%ﬁﬁ
HEPBEXMNIHFBZESL KA
ZXfHeENn UEBEFPHEER
REPREMBRBERREZEN &
SEYEMRESREEZKEMER

2[5}

B
Z fom

mk&tm%%ﬁﬂﬁ
l

%

0
°

AEBEAXZEERBREERSS
BFE 2 EBIE %%wa %ﬁ%m#
AERBARzZERERTEHEER
REMTE  BREERIE - 7 H R
FMEER  ERERBEFRI13% (=
T—A"F 5% REAXEBZAKRE
CTRZE—tEERZE-—AF+=
=St HRUERIHEBERRA
SERARP -

S wm M

=

35. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS
The risks associated with the financial instruments include

credit risk, liquidity risk, interest rate risk and currency 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 conditions 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,
13% (2016: 5%) of the total trade debtors was due from
the Group's five largest customers. No outstanding trade
debtor was due from the Group’s largest customer as at
31 December 2017 and 2016.

Annual Report 2017 &3



35. BIEERE
(48)

a)

b)

BEREMIASATHE
ERER (8)

B R 5 B 3R B 1 AR 2R A A R R
RZEERRBZE—FPECHEEIR
B7E22 ©

HRRTRE  ROFARXRHIR
TERDERREHEEFRRIFZ
ﬁﬁ‘ﬁk%%ﬁE%FZ%%@@
By - HYJEEREREER

RZE—LtER_T—ARF+_A
=+—8 AEBEYWERETMEERFR
BRAEEEAEZERR -

RBESER

AEEBETZBUEEERARAL
%EZﬁéﬁﬁ'ﬁ%ﬁ%%ﬁZE
HRELRBEETU N ERREF

K ’f‘%?ﬁ%ﬁ%@ﬁtﬁ@: P HEMEE -
AEBZBRREHERE R LA
ZRBELFR  ARETERR

BERAGEEEESTENRE RIEE
2L RBEBES R ANAGHEERE -
WRRERARBEARDESHE

87 ¥5 ¥k %% Bt 5F

NOTES TO THE FINANCIAL STATEMENTS

BE-Z—tH+=-A=+—HLFE For the year ended 31 December 2017

35. 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 22.

The credit risk for cash at banks, 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.

As at 31 December 2017 and 2016, the Group did not
provide any guarantees which expose the Group to credit

risk.

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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35. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)

b) Liquidity risk (Continued)
The following table set out the remaining contractual

maturities at the end of the reporting period of the

Group’s financial liabilities based on contractual

undiscounted cash flows (including interest payments

computed using contractual rates or, if floating, based on

rates at the end of the reporting period) and the earliest

date the Group can be required to pay:

“E-+t% N3
2017 2016
BRRAFRBERE BHRARAGRE
Contractual undiscounted Contractual undiscounted
cash flow cash flow
—FRE —ERH
REREE A REE REXEER Xl RHE
Within Within
1 year or Carrying 1 year or Carrying
on demand Total amount on demand Total amount
TAR ThR Th R TER THET TET
HK$'000  HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
E AN Non-derivative financial
liabilities
NS RERFEE  Trade and bills payables 81,473 81,473 81,473 101,317 101,317 101,317
BREBAREMEMNZ  Accrued expenses and
other payables 27,598 27,598 27,598 66,974 66,974 66,974
ENESZE Amounts due to directors 3,774 3,774 3,774 3,245 3,245 3,245
BIIREMEE Bank and other borrowings - - - 79,285 79,285 78,033
112,845 112,845 112,845 250,821 250,821 249,569
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BHEEREEREMIAEZATE 35. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
(&) OF FINANCIAL INSTRUMENTS (Continued)
o REREE o) Interest rate risk
AEBZAERBREZRARE KR The Group's interest rate risk arises primarily from cash
CEEER  XRHBITEFRARE and cash equivalents, restricted bank deposits, and bank
TRhREMEE AREL2LRESE and other borrowings. The Group does not anticipate
HERSBRAFRTEZIUARETRE significant interest rate risk to cash and cash equivalents,
ffEE2FIRFEH IS ENEEH restricted bank deposits, and bank and other borrowings
I AS BRI SFEE AT XE because the interest rates of these balances are not
% o expected to change significantly.
) HEEE ) Interest rate profile
TRAMAFIIAEENR e KB The following table details the interest rate profile
©EMEBEE XBRHIRTERA of the Group's cash and cash equivalents, restricted
RARTT R E A & E R B 3R B 45 bank deposits, and bank and other borrowings at
HENMEES - the end of the reporting period:
—E—tf —T-REF
2017 2016
BRI = TET B R FI= FHET
Effective Effective
interest rate HK$'000 interest rate HK$'000
W& MIFE&FEEE Cash and cash equivalents 0%-0.3% 1,665,102 0%-0.3% 1,649,125
XBRHISE47F5K  Restricted bank deposits TEHA N/A - 1.55% 16,993
BITRHEMEES Bank and other borrowings REH N/A - 0%-5% (78,033)
AR E Net balance 1,665,102 1,588,085
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3. BRREBEERESMIAZATE 35. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
(%) OF FINANCIAL INSTRUMENTS (Continued)

)

= B B ()

i) HEEST
R=ZT—+F+=—A=+—8"
EMAEMESRFTENBER
T EEFIRERE A TS0
EEB R DL A S E AR E
EBBRBEEBERRD LM%
@ 2 5+ 518 496,505,000 7T (=
T — N4 16,327,000 T) © F

B LA TREGAERN
ﬁﬁﬁ*ﬂfﬁjﬁﬁa"

Fl SURE 2 AT TR R Eﬁiﬁﬁﬁ
A 45 B B A E 2 M 2R B B

E > A ﬁﬁ)ﬂﬁ““ﬁ"%#&ﬁﬁ
BRZAEESRTARERES
JE A AR MEE T AR o SOMEEE L
HETRAANAEZERAR
BERA R E AR AR I
REEBHNEMNAEARE

@)

Interest rate risk (Continued)

i)

Sensitivity analysis

As at 31 December 2017, it is estimated that a
general increase/decrease of 50 basis points in
interest rates, with all other variables held constant,
would decrease/increase the Group’s loss after
taxation for the year and decrease/increase the
Group’s accumulated losses by approximately
HK$6,505,000 (2016: HK$6,327,000). Other
components of consolidated equity would not be
changed in response to the general increase or

decrease in interest rates.

The sensitivity analysis above has been determined
based on the exposure to interest 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

G e —E—RNFEUERE represents management’s assessment of the
EEBEDHT reasonably possible changes in interest rates. The
analysis is performed on the same basis for year
2016.
d E¥RER d) Currency risk

AEBFZANEEGHEEEEENT
BEERDIINEBETESHMELR
WKk ERFERERRESEHEEE
MEYEERR SBREKERZE
BEERBTRET

The Group is exposed to currency risk primarily through

sales and purchases which give rise to receivables,

payables, and cash and cash equivalents that are

denominated in a currency other than the functional

currency of the group entities to which they relate. The

currencies giving rise to currency risk are primarily HK$

and United States dollars (“US$").
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35. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
OF FINANCIAL INSTRUMENTS (Continued)
d) Currency risk (Continued)
i) Exposure to currency risk
The following table details the Group’s exposure to
currency risk arising from recognised assets or
liabilities denominated in a currency other than the
functional currency of the group entities to which

they relate.

PRz G m b (LT85 E)

Exposure to currency risk (expressed in HK$’000)

“E—tF —T—RF
2017 2016
BT P BT Vi
HK$ us$ HK$ us$
JEUWBRZ K Efh  Trade and other receivables
JE W R - 20,056 - 38,838
B¢ RIR4$E@EIEAE Cash and cash equivalents - 5,220 - 15,931
H fth FE 155X Other payables - (2,697) - (3,810)
P2 B a8 Overall exposure to
EEERE currency risk - 22,579 = 50,959

7R 55 18 3R B 48 A S R UK
BERDIMEEPEE - AEH
HENERIIERR - IHESR
FEREZEHPEREHRR

The Group currently does not have a foreign
currency hedging policy in respect of its foreign
currency receivables and 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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3. KEREEREMIEZAFE 35. FINANCIAL RISK MANAGEMENT AND FAIR VALUE
(&) OF FINANCIAL INSTRUMENTS (Continued)
d) E#¥EkK(E) d) Currency risk (Continued)
i) HEEED i) Sensitivity analysis
TRITAEBZBRBEERR The following table indicates the instantaneous
REHE R B e A S M B 3R change in the Group's loss after taxation and
mHEBEHEARB 2 INEE R accumulated losses that would arise if foreign

RZBAARLAZEEESMEE
AEL 28 WHREH MR

exchange rates to which the Group has significant

exposure at the end of the reporting period had

ERliEr A changed at that date, assuming all other risk
variables remained constant.

BREERER BritizEE

w2,/ (Ehn) w5 )

HEEER RIENESR ShEEER  REFESE

',/ 062) B (Em) Em Cnd) wmdGEm)

Decrease/ Decrease/

(increase) in (increase) in

loss after loss after

Increase/ taxation and Increase/  taxation and

(decrease) decrease/ (decrease) decrease/

in foreign (increase) in in foreign  (increase) in

exchange accumulated exchange  accumulated

rates losses rates losses

—E—tF —E-REF

2017 2016

FEx FAT

HK$’ 000 HK$’'000

AT HK$ 5% - 5% -

(5%) - (5%) =

X us$ 5% 966 5% 2,056

(5%) (966) (5%) (2,056)
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35. FINANCIAL RISK MANAGEMENT AND FAIR VALUE

OF FINANCIAL INSTRUMENTS (Continued)

d)

e)

Currency risk (Continued)

ii)

Sensitivity analysis (Continued)

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 their respective functional
currencies, translated into Hong Kong dollars at the
exchange rate ruling at the end of each reporting

period for presentation purposes.

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
reporting period. The analysis is performed on the

same basis for year 2016.

Fair value measurement

Fair values of financial assets and liabilities carried at

other than fair value

The carrying amounts of the Group's financial

instruments carried at cost or amortised cost are not

materially different from their fair values as at 31
December 2017 and 2016.
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36.

METBMELEGEZHR

TRANAEERBEEZDMELARBZE
B ERASKIERSED -BEEDM
ELREDNHERECHARKRERER
RERRERERIBEABRELTHELL

HEMRE -

R-T—tF—H—H

MERSRE-LE :

BT REMER ZMEHA
BNRITEEMEER

ENHE

MERSRELERA

ExSH 2 E
HibE :

7 2 5 32 (M 5E8(a))

REMBRAREGETEEZED

HEME QR (H:E32)

R-ZE—+F+-"A=+—H

36. RECONCILIATION OF LIABILITIES ARISING FROM

FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities
arising from financing activities, including both cash and
non-cash changes. Liabilities arising from financing activities

are those for which cash flows were, or future cash flows will

be, classified in the consolidated statement of cash flows as

cash flows from financing activities.

At 1 January 2017
Changes from financing cash flows:
Proceeds from new bank and other borrowings

Prepayment of bank and other borrowings
Interests paid

Total changes from financing cash flows

Effect of changes in foreign exchange rates

Other changes:
Interest expenses (note 8(a))

Changes arising from losing control of subsidiaries:

Disposal of subsidiaries (note 32)

At 31 December 2017
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HittE &
Bank

and other
borrowings
(B=E27)
(Note 27)
FHET
HK$'000

78,033

92,166
(140,322)
(1,869)

(50,025)

3,397

1,869

(33,274)
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AFBEZ B BERRE 37. COMPANY-LEVEL STATEMENT OF FINANCIAL
POSITION
—E—tF T —RF
2017 2016
B THExT FHT
Note HK$’ 000 HK$'000
ERBEE Non-current assets
B Equipment 8 13
MEBARZEE Investments in subsidiaries 19 151,707 151,707
151,715 151,720
REBEE Current assets
BNRERES Prepayments and deposits 763 760
H g W IR Other receivables - 662
A NGRS Amounts due from subsidiaries 2,291,225 2,302,545
ReERBESEEIER Cash and cash equivalents 8,220 9,642
2,300,208 2,313,609
REBAEE Current liabilities
FE ST FRIE K H b FE R Accruals and other payables 5,768 6,240
N ESEFHIE Amounts due to directors 401 394
JE <F B 1B 2 &) 5178 Amounts due to subsidiaries 271 253
6,440 6,887
REBEEFE Net current assets 2,293,768 2,306,722
EERE NET ASSETS 2,445,483 2,458,442
EXR#E CAPITAL AND RESERVES 29
[N Share capital 234,170 234,170
L Reserves 2,211,313 2,224,272
ERen TOTAL EQUITY 2,445,483 2,458,442
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38. RBE=F—tH+=A=+—H

IEFEEEEMERRERZBITAR
MR RRBzTRESE

BEREVBRETIEAS BB S
REEEMATIRBE_T—tF+=A
=+—HLEFERMRERE WERLFH
BMRPRAEEET AR « Fra] ERI KA -
HASFEUA T AREEFRSE

38. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017
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 2017 and which have not been adopted

in these financial statements. These include the following

BRI ERER  ARDABEEZ AR
E25% ZAEFT A RGZAERETE
BEMBHMEEN SWMIA

el

BEMBHMERER AGAREBEZREE
E 95 ZAEFT A B2
BEMBHMEREN  REFFPaHZEH
F15%%

BEMBHMERER EEUBREENE
FE 155 ZEFT AR 155K 2 &8B!
HEMEHMEED  HE?

1657

&8 (BRMB®RE INER S RERNRE
REZE®)

—2REE2%

=5 (BRSMBRE MEREEZTEE
REZEY) A =2
—REE23%

! RZE-NF-—R - AR Z2EFRBZFE

HAfE A 3K

2 R-F-NF-A-BHZRFABZFE

HIR AR
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which may be relevant to the Group.

Amendments to
HKFRS 2
HKFRS 9

Amendments to
HKFRS 9

HKFRS 15

Amendments
to HKFRS 15

HKFRS 16

HK(IFRIC) — INT 22

HK(IFRIC) — INT 23

Classification and Measurement of
Share-based Payment Transactions'

Financial Instruments’

Prepayment Features with Negative
Compensation?

Revenue from Contracts with
Customers'

Clarifications to HKFRS 15!

Leases?

Foreign Currency Transactions and

Advance Consideration’

Uncertainty over Income Tax

Treatments?

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

2 Effective for annual periods beginning on or after 1 January 2019
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38. POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (Continued)

The Group is in the process of making an assessment of what
the impact of these amendments, new standards and
interpretations is expected to be in the period of initial
application. So far the Group has identified some aspects of
the new standards which may have a significant impact on the
consolidated financial statements. Further details of the
expected impacts are discussed below. While the assessment
has been substantially completed for HKFRS 9 and HKFRS 15,
the actual impacts upon the initial adoption of the standards
may differ as the assessment completed to date is based on
the information currently available to the Group, and further
impacts may be identified before the standards are initially
applied in the Group’s interim financial report for the six
months ending 30 June 2018. The Group may also change its
accounting policy elections, including the transition options,

until the standards are initially applied in that financial report.

HKFRS 9 “Financial Instruments”

HKFRS 9 will replace the current standard on accounting for
financial instruments, HKAS 39 “Financial instruments:
Recognition and measurement”. HKFRS 9 introduces new
requirements for classification and measurement of financial
assets, including the measurement of impairment for financial
assets and hedge accounting. On the other hand, HKFRS 9
incorporates without substantive changes the requirements of
HKAS 39 for recognition and derecognition of financial
instruments and the classification and measurement of

financial liabilities.

HKFRS 9 is effective for annual periods beginning on or after 1
January 2018 on a retrospective basis. The Group plans to use
the exemption from restating comparative information and will
recognise any transition adjustments against the opening

balance of equity as at 1 January 2018.
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38. RBE=F—tH+=A=+—H
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38. POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (Continued)

HKFRS 9 “Financial Instruments” (Continued)

Expected impacts of the new requirements on the Group's
consolidated financial statements are as follows:

(a) Classification and measurement
HKFRS 9 contains three principal classification categories
for financial assets: measured at (i) amortised cost, (ii)
fair value through profit or loss (“FVTPL") and (iii) fair
value through other comprehensive income (“FVTOCI"):

e  The classification for debt instruments is determined
based on the entity’s business model for managing
the financial assets and the contractual cash flow
characteristics of the asset. If a debt instrument is
classified as FVTOCI, the interest revenue,
impairment and gains/losses on disposal will be
recognised in profit or loss.

J For equity securities, the classification is FVTPL
regardless of the entity’s business model. The only
exception is if the equity security is not held for
trading and the entity irrevocably elects to
designate that security as FVTOCI. If an equity
security is designated as FVTOCI, only dividend
income on that security will be recognised in profit
or loss. Gains, losses and impairments on that
security will be recognised in other comprehensive
income without recycling.

The Group has assessed that its financial assets currently
measured at amortised cost and FVTPL will continue with
their respective classification and measurements upon the
adoption of HKFRS 9.
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NOTES TO THE FINANCIAL STATEMENTS

BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

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

DECEMBER 2017 (Continued)
HKFRS 9 “Financial Instruments” (Continued)

(a)

(b)

Classification and measurement (Continued)

The classification and measurement requirements for
financial liabilities under HKFRS 9 are largely unchanged
from HKAS 39, except that HKFRS 9 requires the fair
value change of a financial liability designated at FVTPL
that is attributable to changes of that financial liability’s
credit risk to be recognised in other comprehensive
income (without reclassification to profit or loss). The
Group currently does not have any financial liabilities
designated at FVTPL and therefore this new requirement
will not have any impact on the Group on adoption of
HKFRS 9.

Impairment
The new impairment model in HKFRS 9 replaces the
model in HKAS 39 with an

credit loss” model. Under the expected credit loss model,

“incurred loss” “expected
it will no longer be necessary for a loss event to occur
before an impairment loss is recognised. Instead, an
entity is required to recognise and measure either a
12-month expected credit loss or a lifetime expected
credit loss, depending on the asset and the facts and
circumstances. The Group expects that the application of
the expected credit loss model may result in earlier

recognition of credit losses.
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38. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31

DECEMBER 2017 (Continued)
HKFRS 9 “Financial Instruments” (Continued)

(b)

(©

Impairment (Continued)

Based on the assessment by the directors of the
Company, if the expected credit model were to be
applied by the Group, the accumulated amount of
impairment loss to be recognised by the Group as at 1
January 2018 would be slightly increased as compared to
the accumulated amount recognised under HKAS 39
mainly attributable to expected credit provision on trade
and other receivables. Such further impairment
recognised under expected credit loss model would
increase the opening accumulated losses as at 1 January
2018.

Hedge accounting

HKFRS 9 does not fundamentally change the
requirements relating to measuring and recognising
ineffectiveness under HKAS 39. However, greater
flexibility has been introduced to the types of
transactions eligible for hedge accounting. The Group
currently does not have any hedge and therefore this
new requirement may not have any impact on the Group
on adoption of HKFRS 9.
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BE-F—tF+=-A=1+—RALHFE For the year ended 31 December 2017

38. POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31

DECEMBER 2017 (Continued)
HKFRS 15 “Revenue from Contracts with Customers”

HKFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers. HKFRS 15
will replace the existing revenue standards, HKAS 18
“Revenue”, which covers revenue arising from sale of goods
and rendering of services, and HKAS 11 “Construction
contracts”, which specifies the accounting for revenue from
construction contracts. Based on the assessment completed to
date, the Group has identified the following areas which are

expected to be affected:

(@) Timing of revenue recognition
The Group’s revenue recognition policies are disclosed in
note 2(p). Currently, revenue from sales of goods is
generally recognised when the risks and rewards of
ownership have passed to the customers. Under HKFRS
15, revenue is recognised when the customer obtains
control of the promised good or service in the contract.
HKFRS 15 identifies 3 situations in which control of the
promised good or service is regarded as being transferred

over time:

(i)  When the customer simultaneously receives and
consumes the benefits provided by the entity’s

performance, as the entity performs;

(i)  When the entity’'s performance creates or enhances
an asset that the customer controls as the asset is

created or enhanced;

(iii) When the entity’s performance does not create an
asset with an alternative use to the entity and the
entity has an enforceable right to payment for

performance completed to date.
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38. R z-_E—tE+=-_HA=+—H 38. POSSIBLE IMPACT OF AMENDMENTS, NEW

EFEEREMEBEHRERZBITE STANDARDS AND INTERPRETATIONS ISSUED BUT
HMAEARZBZARELE () NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (Continued)

ERANBREEANEISHEIREEFANN HKFRS 15 “Revenue from Contracts with Customers”

WA(E) (Continued)

(a) WAL (&) (@) Timing of revenue recognition (Continued)
HENGRERERZEHLTTENE If the contract terms and the entity’s activities do not fall
Az =EEN  AREEEMERE into any of these 3 situations, then under HKFRS 15 the
EREISH  BERENAE —FEZ (A entity recognises revenue for the sale of that good or

THIEEER) L E X R service at a single point in time, being when control has
Rl - FTERERR RE R ER passed. Transfer of risks and rewards of ownership is only
EERNETEFEERREREZER one of the indicators that will be considered in
REFR—IBIEEZE - REEEFHHTK determining when the transfer of control occurs. The
mERT AR HEEREEERK Group has assessed that the new revenue standard is not

WX HRERERYE likely to have significant impact on how it recognises

revenue from sales of goods.

b) EXHEFH (b)  Significant financing component
ERUBHMELERNBISHEHRE  EF HKFRS 15 requires an entity to adjust the transaction
NBEEARER K BERAME price for the time value of money when a contract
M REEBEAEISER  EHK contains a significant financing component, regardless of
BRFEZARGABHELEER K whether the payments from customers are received
B o significantly in advance or in arrears.

B AEBTERTERZEERS Currently, the Group does not apply such a policy when

BER - ANRERAERETE 2 payments are received in advance. Advance payments are

ZHHRWAER - also not common in the Group’s arrangements with its
customers.
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3. ABE-ZE—tE+=-_RA=+—H 38. POSSIBLE IMPACT OF AMENDMENTS, NEW

HEEECEREBEERERZIBETAR STANDARDS AND INTERPRETATIONS ISSUED BUT
AR RZRBZAELE @) NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (Continued)

ERMEREENEISHEIREEFEHNN HKFRS 15 “Revenue from Contracts with Customers”

WA (&) (Continued)

() MREBHHEE (c) Sales with a right of return
Bl EEF A RO ANEBERE - Currently when the customers are allowed to return the
AREBGHFBEHREKFE  WHIWA Group's products, the Group estimates the level of
FHERNETRE - REEEE expected returns and makes an adjustment against
EXFREERE HARZBMBR revenue and cost of sales. The Group has assessed that
SHEAFISHE I EHAE RN = the adoption of HKFRS 15 will not materially affect how
MEERR 2 FEELEEATE the Group recognises revenue and cost of sales when the

customers have a right of return.

W‘ﬁﬁ B 38 51 15 15 B 0] 1) on B2 TR A However, the new requirement to recognise separately a

REBENTER  BRE860 return asset for the products expected to be returned will
i“ﬂj:/ﬂi%q: 55k - A AEANEE B A impact the presentation in the consolidated statement of
MBEHREARGENERAEBE M4~ financial position as the Group currently adjusts the
EER-EBUNEE ° carrying amounts of inventory for the expected returns,

instead of recognising a separate asset.

BEHEBASELN AR EFLTHE Based on the existing available information, the directors of
RFE A& 8 B 15 R 5 A Al 51555 B - AT A the Company have preliminarily assessed that the application
REZELEZHE MASHSRES of HKFRS 15 may only result in more disclosures instead of
FMRERRAZREARSEERENZE o having material impact on the timing and amounts of revenue

recognised in the respective reporting periods.

Annual Report 2017 £ 169



170

B 15 ¥R 2= Bl 5F
NOTES TO THE FINANCIAL STATEMENTS

BZEZ-Z—tF+=-H=1—HLFE For the year ended 31 December 2017

38.

REBEZE-E—t&E+=-HA=+—H
LHEECEGEMRERZIBTA
FETERRREB RS E (®)

BRMBHBEENF1657HE ]

BN (NPT EE - AERERESHES
DRBEHENEEHE YHFHES
DUATRDAHEELETEREE -
REBCERABAFLAREES -

BFHMEENBRSENE 1SR TS H LA
ANEERMNERB 2 S REEKRENY
2.8 —BERPMBEVBHSENS
1658 AAABTHEESBEMEE R
HE-BMKz BRIFERETHE
% BAEBASRERAREM
ARETEBRUZ T AEMEREET
AERIE - MRENRG B AHARK
ARKEEENFBEIRERRLFER
ERE RERIEENIERAREIEE -
MEERZEERABER  ABHARER
HERBRNHRERMELZMNEERRE
REEEFE MIRBRABRKREH
NERGEEEARBEEHEERELZ
HEBER - EREEETHE AHAR
EEAK LG EERANEHAESE (B
MANEAKNUT) REBEEECHEE
RZEBEAT HEEBRAREEXREHNA
MAGEERER -

B
S

oy
N

ey}
o1 18

38. POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (Continued)

HKFRS 16 “Leases”

As disclosed in note 2(f), currently the Group classifies leases
into finance leases and operating leases and accounts for the
lease arrangements differently, depending on the classification
of the lease. The Group has entered into some leases as the

lessee.

HKFRS 16 is not expected to impact significantly on the way
that lessors account for their rights and obligations under a
lease. However, once HKFRS 16 is adopted, lessees will no
longer distinguish between finance leases and operating
leases. Instead, subject to practical expedients, lessees will
account for all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the lease the
lessee will recognise and measure a lease liability at the
present value of the minimum future lease payments and will
recognise a corresponding “right-of-use” asset. After initial
recognition of this asset and liability, the lessee will recognise
interest expense accrued on the outstanding balance of the
lease liability, and the depreciation of the right-of-use asset,
instead of the current policy of recognising rental expenses
incurred under operating leases on a systematic basis over the
lease term. As a practical expedient, the lessee can elect not to
apply this accounting model to short-term leases (i.e. where
the lease term is 12 months or less) and to leases of low-value
assets, in which case the rental expenses would continue to be

recognised on a systematic basis over the lease term.
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38. POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED BUT
NOT YET EFFECTIVE FOR THE YEAR ENDED 31
DECEMBER 2017 (Continued)

HKFRS 16 “Leases” (Continued)

HKFRS 16 will primarily affect the Group’s accounting as a
lessee of leases for property, plant and equipment which are
currently classified as operating leases. The application of the
new accounting model is expected to lead to an increase in
both assets and liabilities and to impact on the timing of the
expense recognition in the consolidated statement of profit or
loss over the period of the lease. As disclosed in note 33(b), as
at 31 December 2017, the Group's future minimum lease
payments under non-cancellable operating leases amounted to
approximately HK$884,000 for lease of properties. Some of
these amounts may therefore need to be recognised as lease
liabilities, with corresponding right-of-use assets, once HKFRS
16 is adopted. The Group will need to perform a more detailed
analysis to determine the amounts of new assets and liabilities
arising from operating lease commitments on adoption of
HKFRS 16, after taking into account the applicability of the
practical expedient and adjusting for any leases entered into or
terminated between now and the adoption of HKFRS 16 and
the effects of discounting.

HKFRS 16 is effective for annual periods beginning on or after
1 January 2019. The standard offers different transition
options and practical expedients, including the practical
expedient to grandfather the previous assessment of which
existing arrangements are, or contain, leases. If this practical
expedient is chosen, the Group will apply the new definition of
a lease in HKFRS 16 only to contracts that are entered into on
or after the date of initial application. If the practical expedient
is not chosen, the Group will need to reassess all of its
decisions about which existing contracts are, or contain,
leases, using the new definition. Depending on whether the
Group elects to adopt the standard retrospectively or follow a
modified retrospective method of recognising a
cumulative-effect adjustment to the opening balance of equity
at the date of initial application, the Group may or may not
need to restate comparative information for any changes in
accounting resulting from the reassessment.

Annual Report 2017 £

171



172

B 55 ik 2

FINANCIAL SUMMARY

WA Revenue

HEXA Cost of sales

5/ (F8) Gross profit/(loss)

BRI AR Loss before taxation

PSR (i) /%  Income tax (charge)/credit

TEEER Loss for the year

FEfk: Attributable to:

RARERA Owners of the Company

FERER Non-controlling interests

MEEE Current assets

EREEE Non-current assets

BERE Total assets

mBEE Current liabilities

FERBEE Non-current liabilities

BEEE Total liabilities

BEFE Net assets

A Share capital

& Reserves

KRaAlEEA Equity attributable to owners
JEfE of the Company

FEERER Non-controlling interests

EmiE Total equity

BET-A=+-HLFE

For the year ended 31 December

B-tF N 2% —T-mF —2-=F
2017 2016 2015 2014 2013
TR THL THAL THEL THL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
637,162 709,120 843,110 1,183,786 1,488,282
(611,531) (704,190) (943,575) (1,292,332) (1,701,158)
25,631 4,930 (100,465) (108,546) (212,876)
(79,402) (98,403) (264,083) (98,622) (375,771)
(5,379) (9,473) (3,535) (3,406) 9,961
(84,781) (107,876) (267,618) (102,028) (365,810)
(82,839) (104,242) (256,650) (92,972) (350,847)
(1,942) (3,634) (10,968) (9,056) (14,963)
(84,781) (107,876) (267,618) (102,028) (365,810)
Rt=ZR=t+-H

As at 31 December
“E—tF —ERF —T-hF —T-mE 2
2017 2016 2015 2014 2013
T#x THET AL AL FHL
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2,512,509 2,434,619 2,610,821 2,370,356 2,504,164
409,082 430,382 577,089 820,054 779,222
2,921,591 2,915,001 3,187,910 3,190,410 3,283,386
167,781 259,175 250,500 191,838 135,797
- 811 886 962 410
167,781 259,986 251,386 192,800 136,207
2,753,810 2,655,015 2,936,524 2,997,610 3,147,179
234,170 234,170 234,170 167,264 167,264
2,511,665 2,411,514 2,688,629 2,804,461 2,943,985
2,745,835 2,645,684 2,922,799 2,971,725 3,111,249
1,975 9,331 13,725 25,885 35,930
2,753,810 2,655,015 2,936,524 2,997,610 3,147,179
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