


CONTENTS

Chairman’s Statement

Highlight

Definitions

Corporate Information

Summary of Financial Information
Management Discussion and Analysis

Changes in Share Capital and Shareholdings
of Substantial Shareholders

Corporate Governance Report

Report of The Board of Directors

Report of The Supervisory Committee

Profile of Directors, Supervisors and Senior Management
Independent Auditor’s Report

Consolidated Statement of Profit or Loss

Consolidated Statement of Comprehensive Income
Consolidated Statement of Financial Position
Consolidated Statement of Changes in Equity

Consolidated Statement of Cash Flows

Notes to Financial Statements

10
12
16
47

54
75

95

96

109
115
116
117
119
121
123






Annual Report 2023 3

CHAIRMAN’S STATEMENT

Dear Shareholders,

Thank you for your continuous trust and support. On behalf of the Board of
Directors of the Company, | would like to present to you the annual results
of the Group for the year ended 31 December 2023.

In 2023, in face of significant fluctuations of rare earth prices and escalating
market competition, the management team of the Company, under the
guidance of the core value of “Customer Orientation and Value Co-Creation”
and the development strategy formulated by the Board of Directors, led
all employees to work diligently while exploring new opportunities. During
the year 2023, the sales volume of high-performance REPMs of the Group
amounted to 15,122 tonnes, representing a year-on-year increase of
25.6%.

During the Reporting Period, the Group achieved revenue of RMB6,687.9
million, representing a decrease of 6.7% as compared with the same period
of last year. Profit for the year attributable to owners of the parent amounted
to RMB563.7 million, representing a decrease of 19.8% as compared with
the same period of last year. Excluding the impact of factors such as the
exchange gains of RMB150 million from financing for the listing of H Shares in 2022 and the new investment in research
and development expenses of RMB16.4 million, the profit for the year attributable to owners of the parent in 2023
basically remained stable as compared to that of 2022. The production and sales volume of high-performance REPMs
of the Company both recorded a historical high while its leading position was further strengthened in market segments
such as NEVs, energy-saving VFACs and wind power generation. Our technology, quality and management capability
have significantly improved, and our performance and delivery capability have also received widespread acclaim from
customers.

The Company is always committed to enhancing its ESG performance. We actively fulfil our social responsibility through
integrating ESG factors into our business operation and daily management, including compliance management, low-
carbon development, environmental management, quality assurance, safety responsibility, talent management and social
contribution. In 2023, the Company further enhanced the diversity of the Board members with the addition of Ms. Cao
Ying as a new independent non-executive Director. Ms. Cao Ying possesses extensive industry experience and ESG
professional background. In October 2023, the Company established the Environmental, Social and Governance (ESG)
Committee to coordinate its ESG-related efforts in a comprehensive way as continuously improving its ESG strategy.
Meanwhile, the Company has continued to strengthen its ESG system building. It has received an industry-leading S&P
Global ESG score in 2023 and was honored with the “2023 Excellent Case of ESG Practice of Listed Companies” by
China Association for Public Companies.

The annual production capacity of our high-performance REPM blanks has reached 23,000 tonnes, with annual
capacity utilization rate exceeding 90% and the progress of production capacity projects in Baotou, Ningbo and Ganzhou
on schedule. The Board of Directors has also adopted relevant plans to gradually increase the annual production
capacity of high-performance REPM blanks to 40,000 tonnes by 2025 and establish the advanced production line of
magnetic components.

Over the past sixteen years since our establishment, we have been practicing the mission of “Employing rare earth to
create better life”, adhering to the long-term principle, and striving to achieve the strategic goal of becoming the global
leader in the REPMs industry. Looking forward to 2024, the Board of Directors has set the operating policy as “Scaling
New Heights with Customer-orientated, Core Business and R&D Innovation”. We will further expand our high-end
production capacity, strengthen technological innovation, expand our global business footprint, adhere to the concept of
low-carbon development, and actively fulfill our social responsibility for sustainable development.

Finally, on behalf of the Board of Directors, | would like to thank our shareholders and business partners for their strong
support and encouragement in 2023, and to express our sincere gratitude to all of our staff for their hard work.

Cai Baogui
Co-founder, Chairman and General Manager

28 March 2024
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HIGHLIGHT

Revenue

Unit: RMB million

7,165.2
6,687.9

4,080.1

2021 2022 2023
Profit for the year
attributable to

owners of the parent

Unit: RMB million

702.7

2021 2022 2023

Note: Excluding the impact of factors such as
the exchange gains of RMB150 million
from financing for the listing of H Shares
in 2022 and the new investment in R&D
expenses of RMB16.4 million in 2023,
the profit for the year attributable to
owners of the parent in 2023 basically
remained stable as compared to 2022.

Total sales volume of
high-performance
REPMs

Unit: tonnes

15,122

2021 2022 2023

Cash dividends declared

Unit: RMB million

16,000
14,000
12,000
10,000
8,000
6,000
4,000
2,000
0

347.6
59.5%

_—

217.9

209.1

2021

Note: The amount of cash dividend declared
for the year 20283 is an estimated amount
and is subject to shareholders’ approval
at the Company’s 2023 annual general
meeting.

2022 2023 (E)

LEADING POSITION IN THE INDUSTRY

In 2028, the Company's products have
been used by the world's top ten
NEV manufacturers

The sales volume of the Company’s

magnetic steel products for NEV drive
motors can assemble approximately

3- 90 million passenger NEVs

Facilitating to reduce carbon
emissions by approximately

8 [] 04 million tonnes/year
Bo—o

o ;>I¢=:_
599

In 2023, eight of the top ten
VFAC compressor manufacturers
were the customers of the Company.

The sales volume of the Company’s
magnetic steel products for
energy-saving VFACs can
assemble approximately

54.0

Facilitating to reduce carbon
emissions by approximately

1 9 [ 53 million tonnes/year

million VFAC
compressors

Net cash flows from
operating activities

Unit: RMB million

1,517.8

2021 2022 2023

Total production volume of
high-performance REPMs

(Tonnes)

A 2%
e z
12,786 -/‘

Year-on-year
increase

32.7%

15,154

2021 2022 2023

B Production volume of high-performance REPMs
produced by applying GBD technology

N

In 2023, five of the top ten

wind turbine generator manufacturers
worldwide were the customers of

the Company.

The sales volume of the Company’s
magnetic steel products for

wind power sector can equip wind
turbine generators with an
approximate aggregate installed
capacity of

3.9 o

Facilitating to reduce carbon
emissions by approximately

6 -45 million tonnes/year
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In this report, unless the context otherwise requires, the following terms shall have the following meanings:

“2023 Capitalization Issue”

“A Share(s)”

“Avrticles of Association”

“Board”

“JL Baotou Technology”

“CAGR”

“Chairman”

“close associate(s)”

“Controlling Shareholders”

“Corporate Governance Code”

“Director(s)”

“energy-saving VFACs”

“ESG”

il

the issue of 6 new shares for every 10 existing shares as part of the Company’s
proposed profit distribution for the year 2022 by way of capitalization of capital
reserves

domestic shares of the Company with a par value of RMB1.00 each, the shares
of which are listed on the ChiNext of the Shenzhen Stock Exchange and traded
in RMB

the articles of association of JL MAG RARE-EARTH CO., LTD.

the Board of Directors

JL MAG (Baotou) Technology CO., Ltd. (& 71:kH (B58) R AR A7), a
limited liability company incorporated in the PRC on 18 August 2020 which is
wholly-owned by our Company

compound annual growth rate

the chairman of the Board

has the meaning ascribed to it under the Hong Kong Listing Rules

has the meaning ascribed to it under the Listing Rules and, unless the context
requires otherwise, means, a group of controlling shareholders of our Company
comprising of Mr. Cai Baogui (3338 &), Mr. Hu Zhibin (888&), Mr. Li Xinnong
(ZIT2), Ruide Venture, Ganzhou Geshuo Investment Management Center
(limited partnership) FEMISIEREEEEH L (BRA%) ) and Ganzhou Xinsheng
Investment Management Center (limited partnership) (88/1fk 2% B EIRHL (B
PRER))

Corporate Governance Code as set out in Appendix C1 to the Listing Rules

the director(s) of the Company or any one of them

energy-saving variable-frequency air-conditioners

Environmental, Social and Governance
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DEFINITIONS (conTINUED)

“Frost & Sullivan”

“Global Offering”

“Goldwind Technology”

“grain boundary diffusion (GBD)
technology”

“Group”

“GVV”

“H Shares”

“high-performance REPMs”/
“high-performance NdFeB PMs”

“Hong Kong”

“Hong Kong dollar”

“Hong Kong Listing Rules” or
“Listing Rules”

“IFRS”

“Independent Third Party(ies)”

“installed capacity”

=2

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a global market research
and consulting company, which is an Independent Third Party

the Hong Kong Public Offering and the International Offering

Goldwind Science & Technology Co., Ltd. (& REHZDHBRAR]), formerly
known as “Xinjiang Goldwind Science & Technology Co., Ltd. (#ig& AR5
BRA7))", a wind turbine generator producer

technology that allows the Dysprosium or Terbium to penetrate into the magnet
through its grain boundary when the heat treatment temperature is higher than
the melting point of Nd-rich phase

JL MAG and its subsidiaries
a unit of power, 1 GW equals 1,000 MW

overseas listed foreign shares of the Company, with a nominal value of RMB1.00
each, which are listed on the Stock Exchange and traded in HK dollars

according to industry practice, sintered NdFeB PMs with the sum of intrinsic
coercivity (Hcj, kOe) and maximum energy product ((BH)max, MGOe) higher than
60 are high performance NdFeB PMs.

Hong Kong Special Administrative Region of the People’s Republic of China
Hong Kong dollars and cents, the lawful currency of Hong Kong

the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited, as amended, supplemented or otherwise modified from time to
time

the International Financial Reporting Standards

a person or persons or a company or companies which, to the best of our
directors’ knowledge, information and belief, having made all reasonable
enquiries, is independent of and not connected with (within the meaning of the
Hong Kong Listing Rules) any of the directors, chief executive and substantial
shareholders (within the meaning of the Hong Kong Listing Rules) of our
Company, any of its subsidiaries or any of their respective associates (within the
meaning of the Hong Kong Listing Rules)

the capacity of wind turbines or power generators that have been completely
assembled and erected and which have been commissioned and started
producing electricity
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DEFINITIONS (conTINUED)

“JL MAG”, “Company”,
“Our Company”
“JL Tech (Hong Kong)”

“JL HK”

“Midea”

“Model Code”

“‘NdFeB PMs”

“NEVs”

“Northern Rare Earth”

“permanent magnets” or “PM”

“Prospectus”

“rare earth”

il

JL MAG RARE-EARTH CO., LTD. (L& kR AN B R AT

JL MAG Green Tech (Hong Kong) Company Limited, a wholly-owned subsidiary of
the Company

JL Mag Rare-Earth (Hong Kong) Co., Limited, a wholly-owned subsidiary of the
Company

Midea Group Co., Ltd. (ERIE B HBRZAF]) and its subsidiaries

the Model Code for Securities Transactions by Directors of Listed Issuers under
Appendix C3 to the Listing Rules

permanent magnets made from an alloy of neodymium, iron, and boron that are
divided into two subcategories, namely sintered NdFeB magnets and bonded
NdFeB magnets because of different manufacturing processes

new energy vehicles

China Northern Rare Earth Group High-Tech Co., Ltd. (Bt A%+ (2E) &
B DBRAR]), a state-owned limited liability company incorporated in the
PRC on 12 September 1997

permanent magnets, also known as permanent magnetic material or hard
magnetic material, refers to a functional material that can retain the magnetic field
for a long time after the external magnetic field is removed after magnetization
and can withstand the interference of a certain intensity of external magnetic
field. PMs can realize important functions such as electrical signal conversion
and electrical energy/mechanical energy transmission, and are widely applied to
the fields of energy, transportation, machinery, medical treatment, computers
and home appliances

the prospectus of the Company dated 31 December 2021

rare earth elements are a set of 17 elements of lanthanides, including lanthanum
(La), cerium (Ce), praseodymium (Pr), neodymium (Nd), promethium (Pm),
samarium (Sm), europium (Eu), gadolinium (Gd), terbium (Tb), dysprosium (Dy),
holmium (Ho), erbium (Er), thulium (Tm), ytterbium (Yb) and lutetium (Lu), and
its congeners elements scandium (Sc) and yttrium (Y). According to the atomic
weight and physical and chemical properties of the elements, they are divided
into light, medium and heavy rare earth elements. The first five elements are light
rare earth and the rest are medium and heavy rare earth. Due to their unique
physical and chemical properties, rare earth are widely used in new energy,
new materials, energy conservation and environmental protection, aerospace,
electronic information and other fields, and are indispensable and important

element in modern industry
E VI‘.‘
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DEFINITIONS (conTINUED)

“REPMs”

“Reporting Period”
“RVB”

“Ruide Venture”

“Same period of last year”, “last period”

“SFO”

“sintering”

“smelting”

“surface treatment”

“Restricted Share Incentive Plan”

Chut®

rare earth permanent magnets are permanent magnetic magnets based on
intermetallic compounds formed by rare earth metal elements (“RE”, including
Sm, Nd and Pr) and transition metal elements (“TM”, including Fe and Co),
commonly referred to as rare earth intermetallic compound permanent magnets,
or REPMs for short. Since the 1960s, with three major breakthroughs in the
magnetic energy product, three generations of rare earth permanent magnets
with practical application value have been successfully developed. The first
generation is represented by SmCo, alloy, the second generation is represented
by Sm,Co,, alloy, third generation is represented by Nd-Fe-B series alloy.
Among them, NdFeB magnets have been industrialized and are with the best
comprehensive performance in current industrial production

from 1 January 2023 to 31 December 2023
Renminbi, the lawful currency of the PRC

Jiangxi Ruide Venture Investment Co., Ltd. (TFEIR{EEIZLEEGRAR]), one of
our controlling shareholders

from 1 January 2022 to 31 December 2022

the Securities and Futures Ordinance (Chapter 571 of the Law of Hong Kong), as
amended, supplemented or otherwise modified from time to time

a heat treatment for mineral powder that applies a temperature below the
melting point, the purpose of which is to combine the component particles in
order to increase size and strength

a refining technology which extracts metal from ores by such methods as
roasting, smelting, electrolysis and the use of chemical reagents, reduce
impurities contained in the metal, increase a certain composition of the metal
and make the required metal

a process which aims to artificially form a surface layer which differs with that of
the substrate material in mechanical, physical and chemical properties

a restricted share incentive plan adopted by our Company on 26 August 2020
and amended on 8 September 2020, for the purpose of incentivize eligible
management and employees of our Group



Annual Report 2023 9

DEFINITIONS (conTINUED)

“Suzhou Yuange Equity Transfer”

“Shares”

“Shenzhen Stock Exchange” or
llSZSEH

“Stock Exchange” or
“Hong Kong Stock Exchange”

“Supervisor(s)”

“Type | Restricted Share(s)”

“Type Il Restricted Share(s)”

“UAES” or “United Automotive
Electronic”

“Xiexin Chaoneng”

“Xinyang Yen Equity Transfer”

“op”

“30”

il

the transaction proposed by the Company to acquire 51% equity interests in
Suzhou Yuange Electronics Co., Ltd. (#&MN B ETHR AR

domestic Shares and H Shares

Shenzhen Stock Exchange (R3IZE53 5 )

The Stock Exchange of Hong Kong Limited

the supervisor(s) of the Company or any one of them

A Share(s) issued to the grantees with certain restrictions stipulated under the
Restricted Share Incentive Plan

restricted share(s) granted to the grantees pursuant to which A Shares could

be newly issued and subscribed for upon the satisfaction of certain vesting
conditions under the Restrict Share Incentive Plan

United Automotive Electronic Systems Co., Ltd. (B4 /98 EF AR A R), a joint
venture established in China by Zhonglian Automobile Electronics Co., Ltd. (FP B
YREE T AR /A 7)) and Robert Bosch GmbH

Ganzhou Poly-Max Magnetics Co., Ltd. (587 Z2BAER B R A7)

the transaction proposed by the Company to acquire 46% equity interests in
Xinyang Yen Sonic Technology Co., Ltd. ((ZF5E A BRI AR A7)

percentage

an abbreviation for three types of electronic products: Computer, Communication
and Consumer Electronics
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CORPORATE INFORMATION

Legal Name

JL MAG RARE-EARTH CO., LTD.

English Name
JL MAG RARE-EARTH CO., LTD.

Chinese Short Name
& 1K

English Short Name
JLMAG

Legal Representative

Mr. Cai Baogui

Executive Directors

Mr. Cai Baogui
Mr. Lyu Feng

Non-executive Directors

Mr. Hu Zhibin
Mr. Li Xinnong
Mr. Liang Minhui (appointed on 21 June 2023)
Mr. Li Xiaoguang (appointed on 21 June 2023)

Independent non-executive Directors

Mr. Xu Feng
Mr. Zhu Yuhua (appointed on 21 June 2023)
Ms. Cao Ying (appointed on 21 June 2023)

Supervisors

Mr. Li Hua
Ms. Sun Yixia
Mr. Liang Qilu (appointed on 24 March 2023)

Audit Committee

Ms. Cao Ying (chairman, appointed on 5 July 2023)
Mr. Hu Zhibin
Mr. Zhu Yuhua (appointed on 5 July 2023)

Nomination Committee

Mr. Xu Feng (chairman)
Mr. Cai Baogui
Ms. Cao Ying (appointed on 5 July 2023)

Remuneration and Appraisal Committee

Mr. Zhu Yuhua (chairman, appointed on 5 July 2023)
Mr. Xu Feng
Mr. Lyu Feng

Strategy Committee

Mr. Cai Baogui (chairman)

Mr. Hu Zhibin (appointed on 24 August 2023)
Mr. Li Xinnong (appointed on 24 August 2023)
Mr. Li Xiaoguang (appointed on 24 August 2023)
Mr. Xu Feng

Mr. Zhu Yuhua (appointed on 5 July 2023)

ESG Committee (established on 25 October
2023)

Mr. Cai Baogui (chairman)
Ms. Cao Ying

Mr. Yu Han

Mr. Yi Pengpeng

Mr. Su Quan

Authorized Representatives

Mr. Cai Baogui
Ms. Zhang Xiao



Annual Report 2023

CORPORATE INFORMATION (conTINUED)

Company Secretaries

Mr. Lu Ming
Ms. Zhang Xiao

Securities Representative

Mr. Lai Xunlong

Principal Banks

The Export-Import Bank of China Jiangxi Branch
Industrial and Commercial Bank of China
Ganzhou Economic and Technological
Development Zone Sub-branch

China Merchants Bank Ganzhou Branch

Share Registrar

A Share:

China Securities Depository and Clearing Co., Ltd.,
Shenzhen Branch

Shenzhen Stock Exchange Plaza

No. 2012 Shennan Avenue

Futian CBD, Futian District, Shenzhen City
Guangdong Province

H Share:

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

Listing Venue

A Share:

Shenzhen Stock Exchange
Stock Short Name: 4 #75k
Stock Code: 300748

H Share:

The Stock Exchange of Hong Kong Limited
Stock Code: 06680

il

Auditors

International Auditor
Ernst & Young

PRC Auditor
Ernst & Young Hua Ming LLP

Registered Office and Principal Place Of

Business

The PRC

11

Industrial Area, Economic and Technological Development

Zone Ganzhou City, Jiangxi Province

81 West Jinling Road,

Economic and Technological Development Zone
Ganzhou City, Jiangxi Province

Hong Kong

40/F, Dah Sing Financial Centre
248 Queen’s Road East
Wanchai, Hong Kong

Company’s Website

www.jlmag.com.cn

Legal Advisers

The PRC:

Jingtian & Gongcheng
34/F, Tower 3,

China Central Place

77 Jianguo Road
Chaoyang District
Beijing

Hong Kong:

Haiwen & Partners LLP

Room 1101-1104, 11/F, One Exchange Square
8 Connaught Place

Central, Hong Kong

Compliance Advisor

Red Solar Capital Limited

Room 402B, 4/F, China Insurance Group Building
No. 141 Des Voeux Road Central

Central, Hong Kong
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SUMMARY OF FINANCIAL INFORMATION

For the year ended 31 December

2023 2022 Change

RMB’000 RMB’000 %

Revenue 6,687,864 7,165,187 -6.7%
Gross profit 1,074,921 1,159,028 -7.3%
Profit for the year attributable to owners of the parent 563,693 702,687 -19.8%
Net cash flows from operating activities 1,517,766 310,124 389.4%
Basic earnings per share (RMB) 0.42 0.53 —20.8%
Diluted earnings per share (RMB) 0.42 0.52 -19.2%

During the Reporting Period, the Group achieved revenue of RMB6,687.9 million, representing a decrease of RMB477.3
million or 6.7% from RMB7,165.2 million for the year ended 31 December 2022.

During the Reporting Period, profit for the year attributable to owners of the parent was RMB563.7 million, representing a
decrease of 19.8% from RMB702.7 million for the year ended 31 December 2022.

During the Reporting Period, net cash flows generated from operating activities amounted to RMB1,517.8 million,
representing an increase of 389.4% from RMB310.1 million for the year ended 31 December 2022.

The Board of Directors of the Company has resolved to recommend a declaration of a cash dividend of RMB2.6 (tax
included) for every 10 shares in cash for the year ended 31 December 2023.

b 4
(8 /o \

- U



Annual Report 2023 13

SUMMARY OF FINANCIAL INFORMATION (conTiNUED)

PRIMARY BUSINESS REVENUE BY PRODUCT CATEGORY AND DOWNSTREAM
APPLICATION

NEVs and Energy-saving PM wind
automotive parts VFACs turbine generators

2023 3,303,212 2023 1,323,735 584,804

2022 2,889,085 2022 1,832,226
[ [ [

Unit: RMB'000 Unit: RMB'000 Unit: RMB'000

718,142

9.60% 10.57%

47.50%

22.96%

30.12%

[l NEVs and automotive parts [l Energy-saving VFACs [l PM wind turbine generators [l Others
REVENUE BY SALES REGION

18.68% 11.43%

81.32% 88.57%

Il Mainland China [l Overseas
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SUMMARY OF FINANCIAL INFORMATION (conTiNuED)

FINANCIAL SUMMARY FOR THE LAST FIVE FINANCIAL YEARS

For the year ended 31 December
2019 2020* 2021 2022 2023
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Operating performance

Revenue 1,630,117 2,417,346 4,080,072 7,165,187 6,687,864
Gross profit 344,161 574,557 914,939 1,159,028 1,074,921
Profit before tax 178,741 278,717 512,419 766,695 616,955
Profit for the year 156,597 244,700 453,974 704,585 566,879
Profit for the year attributable to

owners of the parent 156,889 244,502 453,224 702,687 563,693
Profitability
Gross profit margin 21.11% 23.77% 22.42% 16.18% 16.07%
Profit margin for the year 9.61% 10.12% 11.13% 9.83% 8.48%

Earnings per share (RMB)**
Earnings per share — basic 0.14 0.23 0.41 0.53 0.42
Earnings per share — diluted 0.14 0.23 0.41 0.52 0.42

*

Certain data has been reclassified to maintain consistency with the Company’s 2021 A Share Report.

ke

On 11 July 2023, the Company issued capitalization share on the basis of 6 capitalization shares for every existing 10 shares out of
share premium. The eamnings per share is adjusted accordingly for all periods presented.

For the year ended 31 December

2019 2020 2021 2022 2023

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Total assets 2,860,186 3,622,128 6,050,784 11,220,454 11,825,956

Total liabilities 1,629,980 1,954,652 3,084,433 4,432,680 4,788,804
Equity attributable to owners

of the parent 1,330,183 1,567,301 2,965,400 6,784,850 7,021,484

Leverage ratio 53.49% 55.50% 50.98% 39.51% 40.49%
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JL MAG RARE-EARTH CO., LTD.

MANAGEMENT DISCUSSION AND ANALYSIS

1.

Industry Development Trend

M

2

High-performance NdFeB PMs industry is strongly supported by government industrial policies

High-performance NdFeB PMs are national key new materials and high-tech products, and have always
been strongly supported by relevant national industrial policies. Since the implementation of the “Fourteenth
Five-Year Plan for National Economic and Social Development and the Outline of Long-Term Goals for
2035 of the People’s Republic of China”, all localities, all departments have formulated a series of detailed
policies around the “Fourteenth Five-Year Plan”. In 2023, the Central Committee of the Communist Party
of China and the State Council issued the “Outline for Building a Quality Powerful Country ({& 5%
FERAIZE))” which re-emphasized that “to promote economic development with a focus on quality and
efficiency, it is proposed to establish a green-oriented approach to quality development. This entails
implementing targeted measures to enhance resource efficiency in key industries and products, expediting
the development of crucial core technology breakthroughs in low-carbon, zero-carbon, and carbon-
negative sectors, and driving the low-carbon transition of high-energy-consuming industries”. In March
2024, the State Council published the Action Plan for Promoting Large-scale Equipment Upgrades and
Consumer Goods Trade-in (CHEB) KR EZHEENAEERNERFITEFZE)). The Plan proposes
the implementation of four major actions, including equipment upgrades, consumer goods trade-in,
recovery and recycling, and standard enhancement. By 2027, it is expected that the recycling volume of
end-of-life vehicles will approximately double as compared to 2023. The trading volume of used vehicles
will increase by 45% as compared to 2023, while the recycling volume of waste home appliances will
increase by 30% compared to 2023. REPMs have an indispensable core position in the process of high-
quality development of promoting intelligent manufacturing and green manufacturing. The REPMs industry
continues its rapid growth.

High-performance REPMs are widely used, and the market demand is growing rapidly

High-performance REPMs are essential core materials in the fields of clean energy and energy
conservation and environmental protection. They help reduce the power consumption of various motors
and have significant energy-saving effects. The downstream applications of REPMs are broad, are in line
with the energy-saving and environmental protection concepts vigorously advocated by the nation, and
are of great significance to the nation’s realization of energy-saving and emission reduction goals, making
outstanding contributions to the early realization of reaching “carbon peak and carbon neutrality” in the
world.

l
u—a
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MANAGEMENT DISCUSSION AND ANALYSIS (conTiNueD)

With the world’s consensus on global climate change, carbon emission reduction has become a key
aspect of environmental protection. In response to climate change, governments around the world have
taken active actions to promote new energy and reduce carbon emissions. In particular, China plans to
achieve carbon peak and carbon neutrality by 2030 and 2060, respectively. REPMs show their inherent
advantages in reducing carbon emissions. According to Frost & Sullivan Report, more than 50% of the
world’s electricity consumption comes from electric motors, and compared with traditional motors, REPM
motors can save up to 15% to 20% of energy. In addition, the application of REPMs enables variable-
frequency home appliances, NEVs and automotive parts, as well as 3C smart electronic products to
achieve lighter weight and miniaturization, which are in line with consumer preferences. According
to the Frost & Sullivan Report, the global consumption of high-performance REPMs increased from
approximately 47,500 tonnes in 2018 to 102,500 tonnes in 2023, with a CAGR of approximately 16.6%. It
is expected to further increase to 227,100 tonnes by 2028, with a CAGR of 17.2% from 2023 to 2028.

2023 2028E

VFACs

Wind power
generation
Wind power NEVs % NEVs
generation

VFACs

Energy-saving

Energy-savin
Elevators 9y 9

Elevators

Traditional vehicles
Traditional vehicles

Robots

Robots Other Other

Note:  The above charts represent “the global consumption of high-performance REPMs by downstream applications for
2023 and 2028 (forecasted)”, based on the Frost & Sullivan Report.

. 250 ) CAGR CAGR r 150

§ —®- Growthrate ~ Consumption (2018-2023) (2023-2028E) 227.1

c I Consumption  Worldwide 16.6% 17.2% 195.3

S 200 > > : F 120

-(% 167.7 3

3

s s

8 150 142.4 F 90 @

= 120.5 ©

= 102.5 =

- 100 78.5 85.3 F 60 3

5 . o

= i 65.0 5
475 . 17.6% +182%  +17.8% o o

% 50 b + +16.5% +16.3% F 30

2 3

o

o

2018 2019 2020 2021 2022 2023 2024E 2025E  2026E  2027E  2028E

Note:  The above chart represents “the global consumption of high-performance REPMs from 2018 to 2028 (forecasted)”,
based on the Frost & Sullivan Report.

il




18 JL MAG RARE-EARTH CO., LTD.

MANAGEMENT DISCUSSION AND ANALYSIS (conTiNueD)

(98 /

°

NEVs Sector

NEVs are one of the main applications of high-performance NdFeB PMs. Governments all over the
world have implemented policies to facilitate the development of NEV market. According to the
data of passenger vehicle from China Passenger Cars Association (CPCA) in 2023, domestic retail
sales volume of passenger NEVs for the year reached 7,740,000 units, representing a year-on-year
increase of 36.2%, accounting for 35.66% of the annual retail sales volume of passenger vehicles.
The penetration rate of NEVs has increased by 8.04 percentage points, indicating a shift in NEV
consumption from policy-driven to market demand-led growth. In addition, the global NEV market
maintains high-speed growth. According to the global sales of passenger NEVs published by
CleanTechnica, the global cumulative sales of NEVs in 2023 reached 13.6893 million, representing
a year-on-year increase of 31%, accounting for 16% of the overall market share. Various vehicle
enterprises worldwide have released relevant NEVs plans and actively deployed NEVs production
capacity. As the core parts of electric motor of NEVs, high-performance NdFeB PMs would
maintain strong demand in the future.

According to the Frost & Sullivan Report, the global consumption of REPMs in the NEVs market
increased from 6,400 tonnes in 2018 to 43,200 tonnes in 2023, with a CAGR of approximately
46.5%. By 2028, the global consumption of REPMs in the NEVs market is expected to reach
127,600 tonnes, with a CAGR of approximately 24.2% from 2023 to 2028.

Energy-saving VFACs Sector

In 2019, seven departments including the National Development and Reform Commission and
the Ministry of Industry and Information Technology jointly issued the “Notice on the Issuance of
the Green and Efficient Refrigeration Action Plan” F.G.H.Z. [2019] No. 1054), which specified that
by 2022, the energy efficiency access level of household air conditioners will increase by 30%.
By 2030, the energy efficiency access level for major refrigeration products will further increase
by more than 15%. With the official implementation of “Minimum Allowable Values of the Energy
Efficiency and Energy Efficiency Grades for Room Air Conditioners” on 1 July 2020, fixed-frequency
air-conditioning products were completely phased out and high-efficiency VFACs have become the
mainstream of the market, and the demand for high-performance NdFeB magnetic steel, which are
used as core materials for VFAC compressors, will increase significantly in the future. According to
statistics of China IOL, the production volume of household air conditioners in China was 170.44
million units in 2023, reaching a record high with new breakthroughs in both domestic and foreign
markets, among which 119.84 million units were household VFACs, demonstrating an impressive
penetration rate of 70.3%.

According to the Frost & Sullivan Report, the global consumption of REPMs in the energy-saving
VFACs market increased from 6,300 tonnes in 2018 to 12,900 tonnes in 2023, with a CAGR of
approximately 15.4%. By 2028, the global consumption of REPMs of the energy-saving VFACs will
reach 22,700 tonnes, with a CAGR of approximately 12.0% from 2023 to 2028.
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3. Wind Power Generation Sector

According to the “14th Five-Year Plan” for Renewable Energy Development jointly issued by nine
departments including the National Development and Reform Commission and the National Energy
Administration on 1 June 2022, the annual power generation capacity of renewable energy will
reach about 3.30 trillion KWHs in 2025. During the “14th Five-Year Plan” period, the increase in
renewable energy power generation capacity will account for more than 50% of the increase in
overall electricity consumption across the whole society, and the wind power generation capacity
and solar power generation capacity will double. In 2022, a total of 23 provinces announced their
own “14th Five-Year Plan” energy-related special project plans. According to the data released by
Bloomberg New Energy Finance (“BNEF”) recently, the newly-added installed capacity of global
wind power was 118GW, representing an increase of 36% compared to 2022. On 27 March 2023,
the Global Wind Energy Council (GWEQ) released its 2023 Global Wind Energy Report, which
predicted that a rapidly adapting policy environment worldwide has set the stage for accelerated
growth in the coming years. It is expected that the average annual newly-added installed capacity
for wind power generators will be amounted to 136 GW in the next five years, with a CAGR of
15%. By 2024, the newly-added installed capacity for global onshore wind turbine generators
will exceed 100GW for the first time. The newly-added installed capacity for global offshore wind
power generators will also reach a new high of 26GW by 2025.

At present, there are four main types of wind power motors: dual-feed asynchronous wind power
generation system, electrically excited direct-driven wind power generation system, permanent
magnet semi-direct-driven and permanent magnet direct-driven synchronous motor; among
which semi-direct-driven and direct-driven synchronous motors need to use NdFeB PMs, and its
penetration rate is rapidly increasing because of its easy maintenance. In the future, with the rapid
increase in the large-scale unit, especially offshore wind power installation capacity, the market
share of permanent magnet motor will also improved, which will further promote the growth of
high-performance NdFeB PMs consumption.

According to the Frost & Sullivan Report, the global consumption of REPMs in the wind power
market increased from 6,700 tonnes in 2018 to 12,800 tonnes in 2023, with a CAGR of
approximately 13.8%. By 2028, it is expected that the global consumption of REPMs in the wind
power market will reach 24,000 tonnes, with a CAGR of 13.4% from 2023 to 2028.
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Robotics and Industrial Servo Motors Sector

Benefited from the development of computers and automation technology, the development
history of modern industrial robots officially kicked off in the 1950s. After more than 60 years of
development, industrial robot technology has been gradually mature and widely used in various
sectors including automobiles, photovoltaics, lithium batteries, mechanical processing, electronic
and electrical sector, food, medicine and logistics. As the rapid integration of robotic technology
with new generation of information technology, biotechnology, new energy technology and new
material technology, along with the ongoing development and thorough application of artificial
intelligence, the intelligence of robots has been continuously enhanced and its innovation and
development in different sectors have been progressing rapidly. The International Federation
of Robotics (IFR) expects that the global robot market will continue to maintain double-digit
growth by 2024, reaching USD66 billion. The Ministry of Industry and Information Technology,
along with other fifteen departments, jointly issued the “14th Five-Year Plan” for Robot Industry
Development ({[+PUF ] #23 AEZEZRERE]) ) in December 2021. The plan highlights that
robots are regarded as “the jewel in the crown of the manufacturing industry”, and the research
and development, manufacturing and application of robots is a significant indicator of a country’s
technological innovation and high-end manufacturing standards. The Ministry of Industry and
Information Technology issued the “Guiding Opinions on the Innovation and Development of
Humanoid Robots (CAFZ#EE ABIFTERIEEE R))” in October 2023, which marked the first
national-level guidance for the humanoid robot industry. It aims to establish an innovation system,
achieve breakthroughs in core technology and ensure the supply of core components by 2025. By
2027, strong industrial chain and competitiveness of humanoid robot would be developed to reach
the world-class advanced level, and specific arrangements would be made in key technological
breakthroughs, product cultivation, scenario expansion, ecological creation and safeguards. High-
performance NdFeB magnetic steel is the key component of robots and industrial servo motors.
Along with the rapid development, the robotics and industrial servo motors sector will become an
important growth point for the application of high-performance NdFeB magnetic steel in the future.

According to the Frost & Sullivan Report, the global consumption of REPMs in the industrial robots
market will reach 6,600 tonnes by 2028, with a CAGR of 13.5% from 2023 to 2028. The global
consumption of REPMs in the humanoid robots market will reach 2,887.5 tonnes, with a CAGR of
approximately 162.2% from 2023 to 2028.
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Principle Business of the Company During the Reporting Period

During the Reporting Period, there were no major changes in the main business and product usage, business
model and major performance drivers of the Company. The details are as follows:

U]

The Main Business and Product Usage of the Company

The Company is a high-tech enterprise engaging in the R&D, production and sales of high-performance
NdFeB PMs, magnetic components and the recycling and comprehensive utilization of REPMs, and
a leading supplier of high-performance REPMs in the fields of new energy and energy conservation
and environmental protection. The Company’s products are widely used in the sectors such as NEVs
and automotive parts, energy-saving VFACs, wind power generation, 3C, robotics and industrial servo
motors, energy-saving elevators and rail transit, and the Company has established long-term and stable
cooperative relationships with leading domestic and foreign companies in various sectors.
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The Business Model of the Company

The Company mainly adopts a production management model that determines production by sales. The
Company purchases rare earth raw materials and auxiliary metal materials in advance according to the
orders on hand, and designs and produces NdFeB PM products. The Company currently has full-product
production capacity, specifically covering product research and development, mold development and
manufacturing, blank production, finished product processing, surface treatment, testing, production of
magnetic components , the recycling and comprehensive utilization of rare earth and other processes, and
comprehensively control and fine manage each process flow.
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Notes:

(1) GBD technology is widely applied in the production of the high-performance NdFeB PMs finished products in energy-
saving VFACs sector and NEVs and automotive parts sector as production of high-performance NdFeB PMs in these
sectors requires more medium and heavy rare earth as compared to the production of high-performance NdFeB PMs
in other sectors, and is also applied in the production of certain high-performance NdFeB PM finished products in 3C
sector.

2) We conduct magnetization either before testing or after the delivery of our products to our customers.

) We add attachments to our products according to customer requirements.

The Company has formed a relatively mature business model in the close cooperation with leading
enterprises in various sectors. These large-scale well-known enterprises have very strict product quality
requirements, and the product evaluation and certification cycles are relatively long. In order to meet
their quality, technology and management system requirements, the Company has been continuously
optimizing the R&D, manufacturing, supply chain management, customer service, corporate culture and
other aspects, thus forming a relatively mature business model compatible with the needs of customers.




Annual Report 2023 23

MANAGEMENT DISCUSSION AND ANALYSIS (conTiNueD)

(6]

Business Drivers and Position in the Industry

1.

il

Keep Market Leading in New Energy and Energy Conservation Sector

The Company had a total production output of high-performance REPMs of 15,154 tonnes in
20283, an increase of 18.52% over the same period of last year, among which 13,226 tonnes of
high-performance REPMs were produced using GBD technology, an increase of 32.72% over
the same period of last year, accounting for 87.28% of the Company’s total production output for
the same period, with an increase of 9.34 percentage points over the same period of last year.
The Company had a total sales volume of high-performance REPMs of 15,122 tonnes in 2023,
representing an increase of 25.60% compared to the same period of last year.

As for NEVs and automotive parts, the Company is a leading global provider of magnetic steel
for drive motors in the NEV industry. The Company’s products are used by the world’s top 10
NEV manufacturers. In addition, the Company is also a significant provider of magnetic steel for
traditional automotive parts. In 2023, the Company’s revenue from the NEVs and automotive
parts sector reached RMB3.303 billion, an increase of 14.33% over the same period of last
year, and the sales volume of the Company’s magnetic steel products for NEV drive motors can
assemble approximately 3.90 million passenger NEVs in 2023. According to the data published by
CleanTechnica, the sales volume of global passenger NEVs was 13.6893 million units in 2023.

As for energy-saving VFACs, eight of the world’s top ten VFAC compressor manufacturers are
the customers of the Company. In 2023, the Company’s revenue from the energy-saving VFACs
sector reached RMB1.324 billion. The sales volume of the Company’s magnetic steel products for
energy-saving VFACs can assemble with approximately 54.00 million VFAC compressors in 2023.

As for wind power generation, five of the world’s top ten wind turbine generators are the customers
of the Company. In 2023, the Company’s revenue from the wind power sector reached RMB585
million, and the sales volume of the Company’s magnetic steel products for this sector can equip
wind turbine generators with an approximate aggregate installed capacity of 3.9GW.

In 2023, the Company’s revenue from the robots and industrial servo motors sector reached
RMB217 million. In addition, The Company has also actively expanded into new energy and
energy-saving environmental protection sectors such as 3C, energy-saving elevators and rail
transit, and has become one of the key suppliers of high-performance magnetic steels in such
sectors.
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Core Technology Remain Leading in the Industry

The Company has the industry-leading GBD technology. On one hand, the Company indicates that
customers in the wind power industry can reduce their production cost by reducing or eliminating
the addition of medium and heavy rare earth in the production of high-performance NdFeB PMs
through the formula optimization. On the other hand, in the sectors of NEVs and energy-saving
VFACs, the Company has been developing high-grade products using GBD technology and has
achieved mass production and delivery based on customer needs, and maintained the high-
performance of magnetic products while significantly reducing the use of medium and heavy rare
earth. In 2023, the Company produced a total of 13,226 tonnes of high-performance REPMs
using GBD technology, which reflected an increase of 32.72% over the same period of last year,
accounting for 87.28% of the Company’s total production output for the same period, with an
increase of 9.34 percentage points over the same period of last year. In 2023, the Company’s
research and development expenses amounted to RMB354 million, accounting for 5.29% of the
revenue.

Core Competitiveness Analysis

The Company has been committed to the research and development, production, sales, recycling and
comprehensive utilization of high-performance NdFeB PMs and focused on new energy, energy-saving, and
environmental protection applications. As one of the fastest-growing companies in the high-performance NdFeB
PMs industry, the Company has established a relatively strong customer base and accumulated rich experience
in the industry, which helps build a good brand image in the industry and enables it to have relatively prominent
competitive advantages, specifically:

U]

The World’s Leading Manufacturer of High-Performance REPMs

The Company is the world’s leading manufacturer of high-performance REPMs. With its huge production
capacity, excellent R&D capability, proprietary technology and strong product delivery capability, the
Company established market segment leadership in the following key downstream sectors. In the sector
of NEVs, the Company’s products are used for the production of drive motors by the world’s top ten
NEV manufacturers. In the sector of energy-saving VFACs, eight of the world’s top ten VFAC compressor
manufacturers are the customers of the Company. In the sector of wind power generation, five of the
world’s top ten wind power generator manufacturers are the customers of the Company. The Company
has actively expanded its business in the fields such as 3C, robotics and industrial servo motors, energy-
saving elevators and rail transit, with a leading position in the market.
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The Company Adheres to Long-Term Principle, and the Strategic Planning is Clear and
Gradually Implemented, with Strong Delivery Capability

Based on the future market demand, the Company has formulated plans in March 2021 to gradually
allocate resources and capacity to build Ganzhou, Baotou and Ningbo production bases. It is expected to
achieve 40,000 tonnes of production capacity of high-performance REPMs in 2025 and established the
advanced production line of magnetic components.

The Company’s annual production capacity of high-performance NdFeB PM blanks has currently reached
23,000 tonnes with an annual capacity utilization rate of over 90% in 2023. Baotou (Phase Il) Project
with an annual capacity of 12,000 tonnes, Ningbo Project with an annual output of 3,000 tonnes of
high-end Magnets and 100 million units/sets of components and Ganzhou High-efficiency and Energy-
saving Motors Magnets Base Project are currently under construction as schedule. It is expected that the
production line with an annual production capacity of 38,000 tonnes/year of blanks will be completed by
the end of 2024.

The Company planned to invest in the construction of the “Project for Mexico’s new production line with
an annual output of 1 million units/sets of magnetic components” in Mexico. After the completion of the
construction, the Project will bring about an annual production capacity of 1 million units/sets of magnetic
components. It will enhance the Company’s market competitiveness in various fields including humanoid
robots and NEVs.

The gradual implementation of the Company’s strategic plan provides strong product delivery capabilities
for the growing market demand.

The Company’s Long-Term Stable Strategic Cooperation with Major Rare Earth Suppliers

Rare earths are China’s strategic resources. The Company has built production factories in Ganzhou,
Jiangxi Province as the main production area for heavy rare earths and in Baotou, Inner Mongolia as the
main production area of light rare earths. The Company has established long-term strategic cooperation
relationship with major rare earth raw material suppliers including China Northern Rare Earth Group Co.,
Ltd. and China Rare Earth Group Co., Ltd. Meanwhile, the Company adjusted its rare earth raw material
procurement and inventory strategies in a more cautious manner based on rare earth price movement
trend and orders on hand, established a price adjustment mechanism with key customers, optimized
formulas, improved the process, and took other measures to minimize the impact of rare earth raw
material price fluctuations on the Company’s operating results.
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Strong Production Optimization, Research and Development Capability and Industry-Leading
GBD Technology

High-performance NdFeB PMs feature high barriers for production technology. The High-performance
NdFeB PMs used in energy-saving VFAC compressors and NEV drive motors require the use of GBD
technology. By adopting this technology, the Company can reduce the consumption of medium and
heavy rare earths while maintaining the high performance of NdFeB PMs and develop high-grade
products. The Company continues to invest in research and development. In 2023, the Company’s
research and development expenses amounted to RMB354 million, accounting for 5.29% of the revenue.
The Company has mastered a self-developed core technology and patent system with GBD technology
as its core, which includes GBD technology, formula system, grain refinement technology, one-time
molding technology, production process automation technology and new coating technology against
high temperature and high corrosion. These core technology and high-grade products have been highly
recognized by customers in various fields and have obtained many fixed-point and large-scale orders from
international customers. The Company’s overseas sales revenue has continued to grow steadily.

Industry-Leading ESG Practice, Supporting the Carbon Neutrality Strategy with Practical
Actions

With the mission of “Employing rare earth to create better life”, the Company attaches great importance to
ESG practice, and is committed to protecting the environment and fulfiling corporate social responsibility.
The Company reduces its own carbon emissions through the construction of photovoltaic power stations,
technological innovation, lean production, process energy saving, efficiency improvement, equipment
replacement and green power conversion, and provides REPMs to new energy and energy saving
companies that are industry-leading to help the world achieve the carbon neutrality target. The Company
continues to enhance its Environmental, Social, and Governance (ESG) system by establishing an ESG
Committee, which oversees all aspects of ESG-related works of the Company and continuously improves
the ESG strategy.

First-Mover Advantage in the High-Performance REPMs and Magnetic Components Industry

The high-performance REPM industry features high customer stickiness and entry barriers. Manufacturers
of the high-performance REPMs need to meet the specific requirements of downstream customers
in terms of product characteristics, quality, quantity and delivery time. Leveraging its professional and
technical expertise in high-performance NdFeB PMs, the Company assists customers to optimize product
performance, and reduces production costs. It also provides customers with comprehensive high-
performance NdFeB PMs technology solutions. In response to different requirements of downstream
customers for end products, the Company has demonstrated strong ability to adapt to professional
needs of customers for non-standard products. With its strong R&D capability, execution capability and
quality control, the Company can continuously meet the standards set by customers, thereby successfully
pbuilding and maintaining strong relationships with customers.
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There are also high entry barriers for customer certification in the high-performance REPM industry. High-
performance NdFeB PMs are recognized as important functional materials in related industries, and their
quality is vital to the performance and quality of customers’ final products. Once a partnership is established,
customers will not easily shift to other suppliers. Therefore, in the high-performance REPM industry, it
is difficult and even impossible for new entrants to become qualified suppliers of leading enterprises in
downstream industries within a short period of time. In view of high barriers for customer certification, the
Company’s capacity as a main certified supplier for many leading customers demonstrates the Company’s
consistent high quality and leading position in the REPM industry.

Meanwhile, the Company grasps the trend of the era by actively collaborating with world-renowned
customers in the research and development of magnetic components for humanoid robots.

Sophisticated and Stable Management Team and Active Optimization of Business Layout

The Company boasts a young and energetic management team with senior industry background and
rich experience in management and operation. Members of the team can timely and accurately grasp
the development trends of the industry, keenly seize market opportunities and formulate sustainable
development strategies to lead the Company to become a leader of high-performance REPMs in
the world step by step. The Company has continued to improve the quality and technical level of its
existing products to further increase the competitiveness of the products. The Company has launched a
multidimensional incentive system including the equity incentive plan, which has effectively stimulated the
enthusiasm and creativity of employees and maintained the stability of the team.

Focusing on long-term business development, the Company has actively optimized its business layout. It
has set up subsidiaries in Hong Kong, Europe, Japan, the United States, Mexico and South Korea, as the
Company’s platforms for logistics service and sales, etc. The Company has seen an increasing portion of
overseas sales year by year.

Review of Operations during the Reporting Period

In 2023, the Company continuously focused on its main business. Led by the core value of “Customer Orientation
and Value Co-Creation”, and guided by the development strategy formulated by the Board of Directors, the
management team worked diligently and smoothly through the cycle of sharp rise and fall in rare earth prices in
the four years since 2020, and overcame various adverse factors including intensified competition in the industry.
In 2023, with the gradual implementation of the Company’s new projects, its production capacity has steadily
increased. The Company accelerated the informatization and automation of the production management and
actively expanded business in emerging areas including humanoid robots sector. The Company also strengthened
the ESG construction and continuously improved corporate governance. The overall strength of the Company has
been further enhanced.
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Focusing on the Main Business and Stabilizing the Operations

In 2023, there was higher volatility in the price of rare earth raw material. Taking metal neodymium (tax
inclusive) as an example, according to the data published by the Asianmetal.cn, Association of China
Rare Earth Industry and other parties, the average price in January to December 2023 was RMB0.6514
million/tonne, representing a decrease of approximately 35.64% as compared to the average price of
RMB1.0121 million/tonne during the same period of 2022. In addition, the average price in January 2023
was RMBO0.8764 million/tonne, and the average price in December 2023 was RMB0.5575 million/tonne,
which caused a relatively large fluctuation in the price of rare earth raw materials since the beginning of the
year. The management of the Company adopted timely response strategies to grasp market opportunities
and stabilize operations. In 2023, the Company had a total sales volume of high-performance REPMs of
15,122 tonnes, representing an increase of 25.6% over the same period of last year. In the meantime, the
Company continued to increase its investment in research and development on the magnetic materials,
magnetic components and robots automation. The research and development expense of the Company
for 2023 was RMB354 million, representing an increase of 4.86% over the same period of last year, and
accounting for 5.29% of the revenue.

The chart of the monthly average unit price of Unit: ten thousand/tonne
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During the Reporting Period, the Company continuously focused on the new energy and energy
conservation sectors, as well as the core application areas such as NEVs and automotive parts, energy-
saving VFACs, wind power generation, 3C, robots and industrial servo motors and energy-saving
elevators and rail transit. In 2023, the Company achieved revenue of RMB6,687.9 million, representing
a year-on-year decrease of 6.66%; domestic sales revenue of RMB5,438.6 million, representing a year-
on-year decrease of 14.30%, and overseas sales revenue of RMB1,249.2 million, representing a year-
on-year increase of 52.57%; realized profit for the year attributable to owners of the parent of RMB563.7
million, representing a year-on-year decrease of 19.78%; realized profit for the year attributable to owners
of the parent after deducting non-recurring gain or loss of RMB493.4 million, representing a year-on-year
decrease of 27.68%; excluding the impact of exchange gains of RMB150 million from financing through
the listing on Hong Kong Stock Exchange in 2022 and newly-added expense of RMB16.4 million on
its research and development for the year, the net profit of the Company for 2023 basically maintained
stable as compared to 2022. In 2023, the Company had a net cash flow from operating activities reached
RMB1.518 billion, representing a significant growth as compared to the same period of last year.

Strengthening Market Position in New Energy and Energy Conservation Sectors

In 2023, the Company’s revenue from the NEVs and automotive parts sector reached RMB3.303 billion,
representing a growth of 14.33% over the same period of last year. The sales volume of the Company’s
magnetic steel products for NEV drive motors can assemble approximately 3.90 million passenger NEVs in
2028. According to the data published by CleanTechnica, the sales volume of global passenger NEVs was
13.6893 million units. The Company is a leading global supplier of magnetic steel for drive motors in the
NEV industry with products used by the world’s top ten NEV manufacturers. The Company was awarded
the “Special Contribution Award” in the BYD New Energy Vehicle Core Supplier Convention 2023 for its
outstanding comprehensive strength and contribution, and was honored with the “Best Technological
Progress Award” by UAES.

In 2023, the Company’s revenue from the energy-saving VFACs sector reached RMB1.324 billion,
and the Company’s sales volume of magnetic steel products for energy-saving VFACs can assemble
approximately 54 million units of VFAC compressors. The Company has maintained its leading position
in the global energy-saving VFACs sector and eight of the world’s top ten manufacturers of VFAC
compressors are the Company’s customers. In January 2024, the Company won the “Excellent Supplier
20283” award in the annual supplier evaluation of Midea’s industrial technology business group.

In 2023, the Company’s revenue from the wind power generation sector reached RMB585 million. The
Company’s sales volume in this sector can be installed with wind turbines with an installed capacity of
about 3.9 GW, and five of the world’s top ten wind turbine manufacturers are the Company’s customers.
The Company was recognized by Goldwind Technology as the “5A Supplier with Good Quality and Credit”
for nine consecutive years.

In 2023, the Company’s revenue from the robots and industrial servo motors sector reached RMB217
million. In addition, the Company is also actively expanding into new energy and energy-saving
environmental protection sectors such as 3C, energy-saving elevators and rail transit, and has become
one of the key suppliers of high-performance magnetic steels in such sectors.
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Enhancing Lean Management and Continuing to Increase R&D Investment

The Company considers technology innovation as a crucial driver for the development of intelligent
manufacturing. It is committed to strengthening collaborative among industry, academia, and research
institutions to achieve synergistic innovation. By focusing on breakthroughs in key core technology, the
Company aims to enhance its core competitiveness. In 2023, the Company continued to promote the
informationization and automatization of production management. The Company’s lean production has
formed a mature and effective system. Through the continuous optimization of the informationization
management system, the research and application of equipment internet of things, the level of
informationization and the ability of lean management have significantly improved. By upgrading the
automated production equipment and other hardware, the Company gradually established a production
system comprised of “automation, intelligentization and digitalization”.

In terms of technological R&D, the Company has established a self-developed core technology and
patent system with GBD technology as its core, which includes GBD technology, formula system, grain
refinement technology, one-time molding technology, production process automation technology and new
coating technology against high temperature and high corrosion. As of 31 December 2023, the Company
had a total of 115 invention patents and utility model patents authorized and under application in various
overseas regions, such as Europe, the United States, and Japan. The total production volume of the
Company’s high-performance REPMs in 2023 amounted to 15,154 tonnes, representing an increase of
18.52% as compared with the same period of last year. Of which, 13,226 tonnes of high-performance
REPMs were produced using the GBD technology, representing an increase of 32.72% over the same
period of last year and accounting for 87.28% of the Company’s total production volume during the same
period, up 9.34 percentage points as compared with that of the same period of last year.

The Company has kept in mind that “technological innovation is critical to the survival of an enterprise”.
Except for the continuous investment in research and development on enhancing the performance of high-
performance REPMSs, optimizing the formula and recycling, it also continued to increase its investment
in research and development for magnetic components products in areas including humanoid robots as
well as robots and automation equipment, thus to enhance the R&D production capacity and the level of
automation and informatization in terms of high-end magnetic materials and magnetic components, and
to improve the market competitiveness in terms of humanoid robots and NEVs of the Company. In 2023,
the Company’s research and development expense was RMB354 million, accounting for 5.29% of the
revenue of the company, an increase of RMB16.4 million compared to 2022. During the Reporting Period,
the Company maintained extensive and in-depth cooperative relationships with relevant universities and
research institutions through industry-academia-research collaboration. The Company undertook research
tasks related to the national key R&D program “Research on Magnetic Characteristics and Defect
Detection Technology in REPMs Production Processes (¥ 1 7k ik A 2 3B A2 R 435 14 AN R B A8 B 2 i B9 AT 98)”
Additionally, the Company signed a strategic cooperation framework agreement with Jiangxi University
of Science and Technology. When participating in and acting as a responsible entity of the application for
the admission to the Ganzhou Rare Metals Municipal Industry and Education Consortium (E&JNH#HE %
B EHE A E D), the Company was included in the list of the first batch of national-level Municipal
Industry and Education Consortium.
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Construction of the Company’s Production Capacity as Schedule

The Company’s blanks production capacity has reached an annual production capacity of 23,000 tonnes
with annual capacity utilization rate of over 90% throughout 2023. Baotou Phase Il project with annual
production capacity of 12,000 tonnes, Ningbo project with annual production capacity of 3,000 tonnes for
high-end magnetic materials and 100 million sets of components and Ganzhou project of the magnetic
materials for energy-efficient motor base are under construction as schedule. It is expected that the above
projects will gradually be in operation in 2024. The Company plans to build a production capacity of
40,000 tonnes/year of high-performance REPMs by 2025 and establish the advanced production line of
magnetic components.

Production Time to
capacity put into

Location of Plant  (tonne/year)  Major Project Name Status production
Ganzhou City, 15000 - Production output reached 2021
Jiangxi Province
Baotou City, 8,000  High-Performance REPM Base Project Production output reached  June 2022
Inner Mongolia
Ningbo City, 3,000  Project with an annual production capacity of 3,000 tonnes of  Construction completed By the end of
Zhejiang Province high-end magnets and 100 million sets of components 2024
Baotou City, 12,000  High-Performance REPM Base (Phase Il) Project Under construction By the end of
Inner Mongolia 2024
Ganzhou City, 2,000 Project of the magnetic materials for energy-efficient Under construction 2025
Jiangxi Province motor base
Total 40,000

In January 2023, JLMAG MEXICO, S.A. DE C.V., a wholly-owned subsidiary of the Company, was
incorporated in Mexico. The Company plans to invest and construct Mexico New Production Line Project
with 1 million units/sets of Magnetic Components per year in Mexico which is now steadily underway.

Implementing the repurchase of shares on schedule

A Board meeting was convened on 30 October 2023, in which “the Resolution of ‘Repurchase of the
Shares of the Company” was considered and approved. As of 22 December 2023, the Company
repurchased a total of 8,015,784 A Shares of the Company through centralized price bidding, which
accounts for approximately 0.60% of the existing total share capital of the Company. The highest
consideration for the repurchase was RMB20.55 per share, while the lowest consideration was RMB19.22
per share. The total consideration was RMB159,983,171.22, and the implementation of this repurchase is
completed.

il




32 JL MAG RARE-EARTH CO., LTD.

MANAGEMENT DISCUSSION AND ANALYSIS (conTiNueD)

(6)

@)

Maintaining a higher percentage of dividends

The business scale of the Company has greatly expanded since its listing, and the Company actively
adopted the dividend policy, and its investors could fully enjoy the results and continuous returns from the
development of the Company. Since its listing in 2018, the Company distributes dividend every year, with
the total dividend paid amounted to RMB600 million, accounting for more than 35% of the profit for the
year attributable to owners of the parent. Under the profit distribution plan of the Company for 2023, which
is based on the share capital of A Shares and H Shares on the equity registration date determined in this
equity distribution implementation announcement, after deducting the shares held under the designated
repurchase account of A Shares, it is declared that a dividend of RMB2.60 (tax included) for every 10
Shares will be distributed to all shareholders, it is estimated that the total dividend will be RMB347.6
million, which accounts for more than 60% of the profit for the year attributable to owners of the parent of
the Company in 2023.

Attaching great importance to ESG construction and actively fulfilling social responsibility

With the mission of “Employing rare earth to create better life”, the Company attaches great importance to
ESG practice, and is committed to protecting the environment and fulfiling corporate social responsibility.
The Company reduces its own carbon emissions through the construction of photovoltaic power stations,
technological innovation, lean production, process energy saving, efficiency improvement, equipment
replacement and green power conversion, and provides REPMs to new energy and energy saving
companies that are industry-leading to help the world achieve the carbon neutrality target. In 2023, the
Company continued to be awarded the ISO14064 Carbon Verification Certificate and PAS2060 Carbon
Neutrality Certificate by SGS. The sales volume of the magnetic steel products on sectors of NEVs and
automotive parts, energy-saving VFACs and wind power generation contributed to a reduction of carbon
emission of approximately 34.02 million tonnes.

The Company is committed to enhancing its ESG performance. We actively fulfil our social responsibilities
by integrating ESG factors such as compliance, low-carbon development, environmental management,
quality assurance, safety responsibility, talent management and social contribution into our business
operations and daily management. In October 2023, the Company established the ESG Committee to fully
co-ordinate the Company’s ESG-related work and continuously improved its ESG strategy. Meanwhile,
the Company continued to strengthen the construction of its ESG system. In 2023, the Company received
an industry-leading S&P Global ESG score, and was honored with the highest rating of AAA in CNI and
CSI ESG index. The Company also won a number of awards, including the “Excellent ESG Practice Cases
of Listed Companies in 2023” by the China Association for Public Companies, and “2023 ESG Pioneer
Case” awarded by Securities Daily. The Company’s ESG work has been recognized by customers and the
capital market.
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The green power initiative of the Company has been actively put into action. During the Reporting Period,
the Company entered into the “Photovoltaic Power Station Contract Energy Management Cooperation
Agreement” with Ganzhou Tiancheng Tongchuang Intelligent Energy Co., Ltd. (381K E &% 24
JRBMRAF]), a wholly-owned subsidiary of Goldwind Technology in respect of the Rooftop Distributed
Photovoltaic Power Station, with an aggregate installed capacity of 2.6051MW. The joint project of the 3.2
MW distributed photovoltaic power generation between The Baotou Company of JL (& /78582 ) and
China Resources New Energy Investment Co., Ltd. (Z£B#182)R% & AR 2 7l) have published government
announcement, and it is expected to be integrated into the power grid in 2024, JL Ningbo Company (&
1= /2 7)) planned to achieve the building objective of “sponge factory” through the measures of setting
up rainwater collection and reuse system, the installation of photovoltaic boards and the rooftop greening
at its factory site.

The Company attaches great importance to social responsibility and is actively engaged in charitable
activities. Since the establishment of university scholarships in 2012, the Company has awarded
scholarships to 1,060 college students, with a total reward amount of RMB3.76 million. In 2023, the
Company continued to increase its investment in safety production and environmental protection, with
the total expenditure on environmental protection and safety of approximately RMB24.89 million during
the Reporting Period. The Company pays taxes in accordance with the law. During the Reporting Period,
the Company paid various taxes of RMB126 million and has been awarded the “Top Taxpayer” Award
in Ganzhou Economic and Technological Development Zone for consecutive twelve years, while various
taxes of approximately RMB25.84 million were paid by JL MAG Baotou in 2023. The Company was
included in the 2023 Top 100 Jiangxi Enterprises and 2023 Top 100 Jiangxi Private Enterprises.
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Continuously improving corporate governance and strengthening investor relations
management

As a listed company in both A share and H share regimes, the Company has continued to improve
and optimize its corporate governance structure. The general meeting of shareholders, the Board, the
Supervisory Committee and the senior management of the Company have clearly defined their powers
and responsibilities and are operating soundly. While meeting the governance requirements for listing
on both sides of the border, the Board has become increasingly diversified in the light of the Company’s
development strategy and actual situation, and the executive directors have rich experience in corporate
management. In terms of improving the corporate system, the Company timely amended internal
control system in accordance with relevant laws and regulations, so as to fully ensure the accuracy and
effectiveness of the Company’s internal governance. In addition, the Company attaches great importance
to the management of investor relations, and actively develops communication with investors.

With its excellent performance in corporate governance, information disclosure, investor relations
management and regular operation, the Company was awarded the A (Excellent) rating for the fourth
consecutive year in the appraisal of information disclosure of listed company in 2022, announced by the
Shenzhen Stock Exchange. The Company was also awarded “Top 50 Valued List Companies in ChiNext
(B A FNEES03)” in the 17th China Listed Companies Value Selection. In the 18th “Golden
Round Table Award” of the Boards of Directors of Chinese Listed Companies, the Company was awarded
the “Special Contribution Award for Corporate Governance”. The Company was successfully selected as
one of the “20283 Best Practice Case of Office of the Board of Directors of Listed Companies” by the China
Association for Public Companies.” In the 2022 national selection of “Panorama Investor Relations Gold
Award”, the Company’s investor relations work was awarded the “Outstanding IR Company”, “Outstanding
IR Team” and “Best Institutional Communication Award” for its outstanding performance.

VI. FUTURE DEVELOPMENT STRATEGY AND BUSINESS PLAN OF THE COMPANY

U]

Development strategy of the Company

Aligned with global green and low-carbon transition policies, China has continued to advance the
significant strategic decision of “achieving carbon peak before 2030 and carbon neutrality before 2060
(2030F B FEIE « 2060F B IR )", As the importance of carbon emissions control for achieving
high-quality economic development has been repeatedly emphasized, continuous efforts are being made
at all levels and across various sectors to further enhance and refine related policies. In general, High-
performance REPMs have several advantages over traditional magnets, including energy conservation,
compact size, lightweight design, and precise control capabilities. These qualities enable them to greatly
enhance the power density of motors, resulting in higher operating efficiency. Compared to traditional
motors, REPM motors can achieve energy savings of up to 15% to 20% and are widely used in various
fields such as NEVs and automotive parts, energy-saving VFACs, wind power generation, robotics and
industrial servo motors and energy-saving elevators.
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As a core components supplier in the field of new energy, energy conservation and environmental
protection, the Company will take practical actions to promote the realization of global carbon neutrality
goals. The Company adheres to the R&D, production and sales of high-performance NdFeB PMs as
its main business, by means of the high-speed growth of downstream market and the promotion of
industry policies, maintains its leading edges in NEVs and automotive parts, energy-saving VFACs,
wind power generation, and actively explores markets of magnetic components for humanoid robots,
3C and rail transit, optimizes its product structure and customer structure, and lowers the operation
risks. Meanwhile, the Company will continue to increase its investment in technological R&D, further
implement lean management, and comprehensively enhance the company’s profitability and industry
position. The Company’s strategic goal is to become a global leader in the REPM industry, this goal will be
accomplished through the implementation of the following strategies:

1. Establishment of industry-leading production capacity of magnetic materials and
magnetic components

In order to respond to the increasing demand from downstream industries, the Company plans
to expand its existing production capacity of high-performance NdFeB PMs and deepen the
penetration of our products in the downstream industries through R&D and upgrading production
lines. Currently, the Company’s total annual production capacity of high-performance NdFeB
PMs blanks amounts to 23,000 tonnes. Baotou Phase Il project with annual production capacity
of 12,000 tonnes, Ningbo project with annual production capacity of 3,000 tonnes for high-end
magnetic materials and 100 million sets of components and Ganzhou project of the magnetic
materials for energy-efficient motor base are under construction as schedule. It is expected that
the above projects will gradually be in operation in 2024. The Company plans to build a production
capacity of 40,000 tonnes/year of high-performance REPM blanks and establish the advanced
production line of magnetic components by 2025.

In January 2023, JLMAG MEXICO, S.A. DE C.V., a wholly-owned subsidiary of the Company, was
incorporated in Mexico. The Company plans to invest and construct the production line project
with an annual output of 1 million sets of magnetic components in Mexico. Upon the project is
completed and put in operation, we will have a production capacity of 1 million sets of magnetic
components. The Company adheres to the development strategy of internationalization, and in
the future, it will actively implement the projects gradually to enhance its market competitiveness
in areas such as humanoid robots and NEVs, so as to provide more favorable conditions for the
expansion in overseas markets.
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Strengthen our R&D innovation and broaden our product categories

The Company plans to further strengthen our R&D innovation in improving our production
techniques, diversifying our current product portfolio and facilitating the cooperation with top-tier
customers. In particular, the Company plans to:

(1) Continue to carry out R&D projects to consolidate the Company’s current technology
and optimize formulations, introduce new high-performance products and technology of
magnetic materials and components, timely respond to customers’ demands for upgrading
magnetic material products as-well-as magnetic components for humanoid robot and lead
the technology innovation in our industry;

2 Maintain the Company’s technological edge in production of high-performance NdFeB
PMs, improve with the latest international technological trends and best practices, and
further upgrade our proprietary technologies;

)] Increase our investment in R&D including further reducing the use of medium and heavy
rare earth in the production of high-performance NdFeB PMs with a wider range of
applications;

(4) Expand the Company’s R&D team by recruiting industry experts and talents, and strengthen
our internal trainings and talent cultivation;

(5) Upgrade our production facilities by enhancing their automation level to facilitate ramping
up the Company’s production capacity while ensuring product quality and consistency.

Expand the Company’s global business footprint

As many countries gradually roll out the goals of carbon neutrality, relevant supportive policies
have been promulgated to reduce carbon emission. REPMs, by virtue of its inherent energy-saving
advantages and wide applications in energy-saving industries, are expected to achieve robust
development in the following years domestically and abroad. The Company plans to expand its
global footprint and grasp the strategic opportunity period of upward development of the industry
to proactively lay out its business in overseas markets.

At present, the Company has established subsidiaries in Hong Kong, Europe, Japan, the United
States, Mexico and South Korea. The Company intends to further develop its existing overseas
subsidiaries and extend its global business footprint to more regions and countries to seize more
global market shares.
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4, Implement the concept of low-carbon development and actively fulfill social responsibility
of sustainable development

In January 2023, the company’s Ganzhou photovoltaic Power Station Project was completed
and connected to the grid, with an aggregate installed capacity of approximately 2.6MW. So far,
the Baotou Photovoltaic Power Station Project (E288 /¢ A BI4TE H) has published the information
announcement from Baotao Municipal Government, and the construction is underway. The
Ningbo factory of the Company is building a “green sponge factory”. The Company will continue to
adhere to the concept of green development in our business operations in the future. In addition to
contributing REPMs to assist the world in achieving its goal of carbon peak and carbon neutrality,
the Company has also actively cooperated with leading new energy companies in a green power
initiative based on its business needs.

With the mission of “Employing rare earth to create better life”, the Company attaches great
importance to ESG practice, and is committed to protecting the environment and fulfilling corporate
social responsibility. The Company reduces its own carbon emissions through the construction
of photovoltaic power stations, technological innovation, lean production, process energy saving,
efficiency improvement, equipment replacement and green power conversion, and provides
REPMs to new energy and energy saving companies that are industry-leading to help the world
achieve the carbon neutrality target.

Investors are advised to exercise caution as the above operating targets do not represent the profit
forecast of the Company. It is significantly uncertain whether the above operating targets can be
realized or it depends on the impact of various factors such as changes in macro policies and
market conditions as well as the operating results of the management team.

2024 Annual Business Plan

Formulated by the Board of Directors of the Company, the Company’s business strategy for the year 2024
is “Scaling New Heights with Customer-orientated, Focus on the Core Business and R&D Innovation”. The
Company will continue to enhance lean, quality, production efficiency and informatization management
through innovative technologies. The Company will also replenish industrial chain resources, continue
to increase production capacity, and improve the ESG practice to achieve stable development of the
Company. To implement the above business policies, the Company’s 2024 annual business plan is as
follows:

1. Construction Plan for Projects Under Construction

Multi-base production is not only a requirement from customers for supply chain security, but
also helps the Company diversify risks, reduce costs and better secure resources. The Company
will actively promote the construction of the “Project of High-performance REPMs Base (Phase
I) with annual production capacity of 12,000 tonnes” in Baotou, the “Project of Realizing an
Annual Production Capacity of 3,000 Tonnes of High-end Magnets and 100 million Units/Sets
of Components” in Ningbo and the “High-efficiency and Energy-saving Motors Magnets Base
Project” in Ganzhou; plan to invest in the construction of the “Production Line Project with annual
production capacity of 1 million units/sets of magnetic components” in Mexico. Leveraging on
the continuously improvement of production layout, the Company will capture the development
opportunities in the downstream market, expand the scale of production capacity and realize scale
effect, and improve the Company’s competitiveness in various fields, thus achieving the constant
enhancement of the Company’s profitability.
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Market Development Plan

The Company will continue to focus on the research and development, production and sales of
high-performance NdFeB PMs and maintain its leading position in NEVs and automotive parts,
energy-saving VFACs, wind power generation and other fields and proactively explore market fields
such as magnetic components for humanoid robot, 3C and rail transit to optimize the product
structure and customer structure.

The Company will stick to the principle of customer orientation, establish a matrix project
management model and set up a product development team that mainly comprises of technology
R&D, marketing, quality management and after-sales service personnel to completely collect,
accurately identify and promptly respond to the customers’ needs and to continue to improve the
quality and operation of the products to provide customers with full and three-dimensional services.

Technology Development and Innovation Plan

Innovative technology is the major indicator of the development of technology enterprises and
innovation encourages the quality development of the Company.

(1) In respect of materials engineering, through continuously promoting the reduction of heavy
rare earth addition through technological innovation, while expanding the application area of
high-abundance rare earth to achieve greater breakthrough.

2) In the pre-design phase of new product design, we accurately identify the needs of our
customers, work closely with them, use our own professional skills to help them optimize
the design, improve performance, reduce costs, increase the success rate of R&D, and
strive to turn the results of our technological research and development into innovative
products.

3) We will continue to invest in the research and development of magnetic components
for humanoid robots and conduct joint research and development with more customers
around the world in order to grasp the trend of the times and create new performance
growth points.

(4) Intelligent manufacturing R&D center works closely with the production system to develop
and manufacture automated equipment in large quantity, and iteratively upgrade production
lines in large-scale production practices.
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4. Quality Control and Lean Management Plan

The Company pragmatically carries out the quality policy of “full participation, full control,
prevention-oriented, constant improvement and customer satisfaction” and strictly checks on
the quality to further reduce the quality cost. The Company reinforces lean management and fine
management outcome and enhances operation standardization while strengthening supply chain
construction and improving the ability to secure a stable supply to create value for the Company.
The Company strengthens informatization construction and implements informatization from the
perspective of lean management and intelligent manufacturing.

5. Team Building Plan

Talent is regarded as the greatest asset by the Company. The Company attracts talent with
vision, selects talent with performance and retains them with career. The Company will further
enhance the incentive mechanism, including share incentives, and will reward the superiors while
phasing-out the inferiors to motivates the talent team. The Company will strive to strengthen
and expand the Company’s platform to provide a larger career development platform for well-
prepared, responsible employees. Given that the implementation of the share repurchase plan was
completed in December 2023, the Company currently holds a total of 8,015,784 A Shares in the
Company’s designated account for securities repurchase. The aforesaid repurchased shares will
be used for share incentive scheme or employee stock ownership plan as appropriate in the future,
in accordance with the relevant regulations.

To sum up, the Company is committed to maintaining a customer-centric approach, long-term
vision, and a focus on its main business. It will seize the emerging opportunities in the demand for
magnetic components for humanoid robot and strive to enhance its technological innovation and
cost-effectiveness. Meanwhile, the Company aims to establish a production capacity of 40,000
tonnes of high-performance REPM materials and advanced magnetic components production lines
by 2025. Looking ahead, the Company aspires to become a world-class leader in REPMs and
magnetic components industry with five strengths, namely technological superiority, scale and cost
advantages, advanced magnetic components, a robust rare earth recycling industry chain, and a
sustainable low-carbon ESG framework. The Company is dedicated to contributing JL's magnetic
power to the goals of "2030 Carbon Peak" and "2060 Carbon Neutrality," while creating greater
value for its shareholders and society as a whole.
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V. FINANCIAL REVIEW

The following discussion and analysis should be read in conjunction with the Group’s audited financial statements
and notes to financial statements listed in this annual report. Some of the financial data contained hereinunder are
extracted from the audited financial statements prepared by the Group in accordance with International Financial
Reporting Standards (IFRSs).

L)

)

Overview

During the Reporting Period, the Group’s revenue amounted to RMB6,687.9 million, representing a
decrease of RMB477.3 million from RMB7,165.2 million in 2022. The gross profit of the Group was
RMB1,074.9 million, representing a decrease of RMB84.1 million from RMB1,159.0 million in 2022. The
basic earnings per share of the Group was RMBO0.42.

During the Reporting Period, the profit for the year attributable to owners of the parent amounted to
RMB563.7 million, representing an decrease of RMB139.0 million or 19.8% from RMB702.7 million
in 2022, which was mainly due to the significant decrease of the Group’s exchange gains during the
Reporting Period as compared to the same period of last year and the continuous increase on R&D
expenses. Excluding the impact of the exchange gains of RMB150 million from financing for the listing of
Hong Kong Shares in 2022 and new investments in R&D of RMB16.4 million this year, the profit level for
the year of the Group in 2023 remained basically stable as compared to 2022.

Revenue and Cost of Sales Analysis

During the Reporting Period, there was a relatively large fluctuation in the price of rare earth raw materials.
Taking metal neodymium (tax inclusive) as an example, according to the data published by the Asianmetal.
cn, the average price from January to December 2023 was RMB0.6514 million/tonne, representing a
decrease of approximately 35.64% as compared to the average price of RMB1.0121 million/tonne in
the same period of 2022. In addition, the average price in January 2023 was RMB0.8764 million/tonne,
and the average price in December 2023 was RMB0.5575 million/tonne, which showed a relatively large
fluctuation in the price of rare earth raw materials since the beginning of the year.

During the Reporting Period, the Group generated revenue from sales of NdFeB magnetic steel and
other products. Revenue decreased by RMB477.3 million or 6.7% from RMB7,165.2 million in 2022 to
RMB6,687.9 million in 2023. The decrease in revenue was mainly due to the decline in the average selling
price of the Group’s NdFeB magnetic steel products as compared to the same period last year, which
was affected by the significant fluctuations and downward trend in the market prices of rare earth raw
materials during the Reporting Period. The sales volume of the Group’s NdFeB magnetic steel products
continued to increase from 12,041 tonnes in 2022 to 15,122 tonnes in 2023, representing an increase of
3,081 tonnes or 25.6%.

During the Reporting Period, other business revenue was mainly generated from the Group’s sales of
wastes of rare-earth magnetic mud amounted to RMB923.2 million, representing an decrease of 14.7% as
compared to RMB1,082.4 million in 2022.
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The main revenue is divided by product downstream applications:

For the year ended 31 December

2023 2022

RMB’000 % RMB’000 %

— NEVs and automotive
parts 3,303,212 57.30% 2,889,085 47.50%
— Energy-saving VFACs 1,323,735 22.96% 1,832,226 30.12%

— PM wind turbine

generators 584,804 10.14% 718,142 11.81%
— Other 552,864 9.60% 643,368 10.57%
Total 5,764,615 100.00% 6,082,821 100.00%

During the Reporting Period, the cost of sales of the Group mainly consisted of direct materials,
direct labour and manufacturing expenses for the production of NdFeB magnetic steel and other
products. Cost of sales decreased by RMB393.3 million from RMB6,006.2 million in 2022 to
RMB5,612.9 million in 2023. The decrease in cost of sales was mainly due to the decline in market
price of rare earth raw materials during the Reporting Period.

Gross Profit and Gross Profit Margin

During the Reporting Period, the Group’s gross profit was approximately RMB1,074.9 million (RMB1,159.0
million in 2022), with a gross profit margin of 16.1% (2022: 16.2%), which represented a slight decrease,
mainly due to (i) the relatively huge fluctuation in the price of rare earth raw materials since the beginning of
20283, which would have a certain downward impact on the gross profit margin as a result of the transfer
difference of costs and selling prices in the short term; and (i) the decrease in the unit selling price of the
products in the fourth quarter exceeded the decrease in the unit costs as a result of the impact of the
intensified competition in the market, which resulted in a significant decrease in the gross profit margin in
the fourth quarter, and the gross profit margin level for the year was pulled down as a whole.

Other income and gains

The Group’s other income and gains, which mainly included government grants, bank interest income,
gains from wealth management products, gains from changes in fair value of forward foreign exchange
agreement and others, which increased by 94.2% from RMB84.8 million in 2022 to RMB164.7 million
in 2023, primarily due to (i) an increase of RMB32.3 million in bank interest income; (ii) an increase of
RMB31.2 million in government grants; (iii) an increase of RMB5.8 million in gains from wealth management
products; and (iv) an increase of RMB3.2 million in gains from changes in fair value of forward foreign
exchange agreement.
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®)

(6)

@)

@®

©)

(10)

Impairment losses on inventories

The Group’s impairment losses on inventories, which represented the amount by which the carrying
amount of inventories exceeded their recoverable amount, increased by 188.3% from RMB10.3 million in
2022 to RMB29.7 million in 2023, mainly due to fluctuations in the net realizable value of inventories based
on the estimated selling price of finished products.

Impairment losses reversed/(recognised) on financial assets, net

The Group’s reversal/(recognition) of impairment losses on financial assets, net mainly represented the
provision for impairment of the Group’s accounts receivable and notes receivable. During the Reporting
Period, the reversal of impairment of financial assets was RMB5.8 million, and the impairment losses on
financial assets in 2022 was RMB11.9 million. The change was mainly due to the reversal of impairment
losses on notes receivable and accounts receivable of RMB6.2 million during the Reporting Period.

Other expenses

The Group’s other expenses mainly included losses on forward exchange locks, donation, and losses
on disposal of non-current assets, decreased by 65.8% from RMB21.9 million in 2022 to RMB7.5 million
in 2023, mainly due to the absence of floating loss on forward foreign exchange settlement during the
Reporting Period (the floating loss on forward foreign exchange settlement was RMB10.4 million in 2022).

Financial expenses

The Group’s finance costs, which mainly included interest expense on interest-bearing bank and other
borrowings and other finance costs in relation to the Company’s lease liabilities, decreased by 25.3%
from RMB68.9 million in 2022 to RMB51.5 million in 2023, mainly due to a decrease of RMB19.7 million in
interest expenses.

Foreign Exchange Differences, net

The Group’s net foreign exchange differences, which represented the losses or gains resulting from
translation of currencies at different exchange rates, was recorded as a gain of RMB33.0 million in 2023,
representing a decrease of approximately RMB150.3 million as compared to a gain of RMB183.3 million in
2022, mainly due to the relatively large exchange gain from the Group’s listing of H Shares in 2022.

Income tax expenses

The Group’s income tax expenses, which included current income tax and deferred income tax,
decreased by 19.3% from RMB62.1 million in 2022 to RMB50.1 million in 2023, primarily due to the
decrease in the Group’s profit before tax.
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(11)

(12)

Profit for the year

The Group’s profit for the year decreased by 19.5% from RMB704.6 million in 2022 to RMB566.9 million
in 2023. Excluding the impact of factors such as the foreign exchange gains of RMB150 million from
financing through the listing on the Hong Kong Stock Exchange in 2022 and new investment in research
and development expenses of RMB16.4 million incurred for the year, the net profit for 2023 basically
remained stable as compared to 2022.

The Group’s profit margin for the year (i.e. profit for the year as a percentage of revenue) decreased from
9.8% in 2022 to 8.5% in 2023.

Cash flows
For the year ended 31 December

Summary of cash flows 2023 2022

RMB’000 RMB’000
Net cash flows from operating activities 1,517,766 310,124
Net cash flows used in investing activities -942,047 -754,333
Net cash flows (used in)/from financing activities -815,626 2,435,892
Net (decrease)/increase in cash and cash equivalents -239,907 1,991,683
1. Net cash flows from operating activities

The Group mainly generated cash inflow from operating activities from the payment received from
the sales of high-performance NdFeB PMs, and the cash outflow from operating activities was
mainly from the purchase of rare earths raw material used in the manufacture of high-performance
NdFeB PMs.

The Group’s net cash flow generated from operating activities for the year ended 31 December
2023 was RMB1,517.8 million, mainly due to the Group’s profit before tax of RMB617.0 million,
and adjusted for non-cash and non-operating items.

2. Net cash flows used in investing activities

The Group’s net cash flow used in investing activities mainly included purchase of property, plant
and equipment, and wealth management products and investment in associates etc.

The Group’s net cash flow used in investing activities for the year ended 31 December 2023 was
RMB942.0 million, mainly due to the purchase of property, plant and equipment of RMB730.9
million, and the purchase of other long-term assets of RMB74.0 million.
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(13)

3. Net cash flows used in financing activities

Net cash flows used in financing activities of the Group mainly included repayment of bank
borrowings, settlement of letter of credit, and payment of dividends and interests.

The Group’s net cash flow used in financing activities for the year ended 31 December 2023 was
RMB815.6 million. Cash outflow mainly consisted of repayment of bank loans of RMB835.7 million,
settlement of letter of credit of RMB637.6 million, dividend payment of RMB218.2 million and
repurchase of treasury shares of RMB160.0 million. Such cash outflows were partially offset by
cash inflows from new bank loans of RMB769.7 million.

Financial position

Non-current assets increased by RMB896.2 million from RMB2,093.5 million as of 31 December
2022 to RMB2,989.7 million as of 31 December 2023, primarily due to the increase in property, plant
and equipment and other intangible assets during the Reporting Period. Current assets decreased by
RMB290.7 million from RMB9,127.0 million as of 31 December 2022 to RMB8,836.3 million as of 31
December 2023, primarily due to the decrease in the balance of trade receivables, notes receivables as
well as cash and cash equivalents during the Reporting Period.

Current liabilities decreased by RMB127.8 million from RMB4,111.3 million as of 31 December 2022 to
RMB3,983.5 million as of 31 December 2023, primarily due to the decrease in the balance of short-term
borrowings during the Reporting Period.

Non-current liabilities increased by RMB483.9 million from RMB321.4 million as of 31 December 2022 to
RMB805.3 million as of 31 December 2023, mainly due to the increase in interest bearing bank and other
borrowings and deferred income.

As of 31 December 2023 and 31 December 2022, the Group had net current assets of RMB4,852.8
million and RMB5,015.7 million, respectively, and total equity of RMB7,037.2 million and RMB6,787.8
million, respectively.

As of 31 December 2023 and 31 December 2022, the Group’s cash and cash equivalents amounted to
RMB3,156.7 million and RMB3,400.4 million, respectively.
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(14)

(15)

(16)

Inventories

The Group’s inventories consist of raw materials, work in progress and finished goods. We regularly
monitor our inventories. Our warehouse personnels are responsible for inspection and storage of our
inventories. The following table sets forth the components of the Company’s inventories as at the end of
the Reporting Period:

As of December 31

2023 2022
RMB’000 RMB’000
Raw materials 812,672 543,899
Work in progress 370,692 342,093
Finished goods 1,037,948 1,050,935
2,221,312 1,986,927

Less: Impairment provision
Work in progress -2,099 -1,739
Finished goods -6,033 -4,047
-8,132 -5,786
2,213,180 1,931,141

The Group’s inventories increased from RMB1,931.1 million as of 31 December 2022 to RMB2,213.2
million as of 31 December 2023, primarily due to the carrying amount of raw materials in inventories of
RMB812.7 million as at 31 December 2023, representing an increase of 49.4% compared to the carrying
amount of RMB543.9 million as at 31 December 2022.

Property, plant and equipment

Property, plant and equipment mainly consisted of buildings, land under ownership, machinery and
equipment, furniture and fixtures, motor vehicles, office and other equipment and construction in progress.
As of 31 December 2023 and 31 December 2022, the carrying amount of the Group’s property, plant and
equipment amounted to RMB2,473.9 million and RMB1,706.6 million, respectively. The increase in the
Group’s plant, property and equipment during the Reporting Period was primarily due to the increase in
investment in equipment in relation to new production lines and the increase of automation of production
facilities as well as the purchase of land under ownership.

Indebtedness and Gearing Ratio

As of 31 December 2023, the Group’s interest-bearing bank and other borrowings amounted to
RMB946.5 million. Among the total borrowings, borrowings of RMB402.3 million would be due within one
year while borrowings of RMB544.2 million was the long-term borrowings for more than one year.

As of 31 December 2023, our gearing ratio, calculated by dividing total liabilities by total assets, was
40.5%, compared to 39.5% as of 31 December 2022.
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(17) Pledge of assets

As of 31 December 2023, the Group had no pledged property, plant and equipment (as of 31 December
2022: RMB138.7 million);

As of 31 December 2023, the Group had no pledged right-of-use assets (as of 31 December 2022:
RMB27.4 million).

(18) Contingent liabilities

As of 31 December 2023 and 31 December 2022, the Group did not have any material contingent
liabilities.
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CHANGES IN SHARE CAPITAL AND SHAREHOLDINGS
OF SUBSTANTIAL SHAREHOLDERS

| STATEMENT OF CHANGES IN SHARE CAPITAL

Details of the movements in the share capital of the Company during the current year are set out in Note 35 to the
Consolidated Financial Statements.

1l SHAREHOLDING OF SUBSTANTIAL SHAREHOLDERS
(1) Shareholding of the top ten shareholders

As at 31 December 2023, the shareholding of the top ten shareholders of the Company was set out as

below
Unit: Share
Number of Number of Number of Shares pledged,
shares held Changes  sharesheld  shares held marked or frozen
at the end of during the subjectto  not subject
Shareholding  the Reporting Reporting trading to trading
Name Nature percentage Period Period ~ moratorium  moratorium Status Number
Jiangxi Ruide Venture Investment Domestic non-state- 2879% 387,100,160 145,162,560 0 387,100,160 Pledged 16,000,000
Co, Lid. (IEREEIERE owned legal person
BRAA)
HKSCC NOMINEES LIMITED Overseas legal person 14.93% 200,745,600 75,279,600 0 200,745,600 N/A 0
Ganzhou Industrial Investment State-owned legal 5.14% 69,120,000 26,920,000 0 69,120,000 N/A 0
Holding Group Co., Ltd. person
ENIXRARREERRAR)
Goldwind Investment Holding Domestic non-state- 4.98% 67,036,352 19,800,032 0 67,036,352 N/A 0
Co, Lo, (B ERRERAR) owned legal person
Shaanxi Coal Industry Co., Ltd. State-owned legal 3.99% 53,631,950 53,631,950 0 53,631,950 N/A 0
BEEERGERDF) person
(Ganzhou Xinsheng Investment Domestic non-state- 1.75% 23,536,435 8,826,163 0 23,536,435 N/A 0
Management Center owned legal person
(imited partnership)
(BNREREERDL (BRAK))
Hong Kong Securities Clearing Overseas legal person 1.38% 18,584,354 8,889,655 0 18,584,354 N/A 0
Company Limt ed
(ERRAEERRAR)
China Universal Asset Management other 0.75% 10,111,220 4,651,220 0 10,111,220 N/A 0

Co., Ltd.- social instrance fund17022
combination (BF E£& EE RN
ERAT-HRES170264)

Tian'an Life Insurance Company- other 0.71% 9,600,000 3,600,000 0 9,600,000 N/A 0
partcipating products (RZ A2
RBROERLA - HER)

Ganzhou Geshuo Investment Domestic non-state- 0.64% 8,603,174 3,226,190 0 8,603,174 Pledged 3,504,000
Management Center owned legal person
(imited partnership)

(ENBEREERDL (BRAY))

Description on the affiiated or (1) Among the above shareholders, Ruide Venture was the controling shareholder of the Company, which was held as to 40%, 30% and 30%, respectively,
acting-in-concert relationships by Cai Baogui (572), Hu Zhioin (418) and Li Xinnong (2X7) who were the de facto controllers of the Company. In addition, Ganzhou Xinsheng was
among the above shareholders held as to 89.12% by Cai Baogui and 10.88% by Hu Zhibin; Ganzhou Geshuo was held as to 61.00% by Hu Znibin and 33.00% by Li Xinnong. Cai Baogui,

Huzhibin, Li Xinnong, Ruide Venture, Ganzhou Xinsheng and Ganzhou Geshuo are persons acting in concert; and (2) apart from the above shareholders, the
Company was not aware of any affliated or acting-in-concert relationships among other shareholders.
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CHANGES IN SHARE CAPITAL AND SHAREHOLDINGS
OF SUBSTANTIAL SHAREHOLDERS (conTiNUED)

2

Interests and short positions of substantial shareholders and other person in the shares and
underlying shares under Hong Kong regulations

As of 31 December 2023, to the knowledge of the Directors, the following person (other than the directors,
supervisors and the chief executive of the Company) who have or are deemed have interests and short
positions in the shares or underlying shares which would be required to be disclosed to the Company
and the Hong Kong Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO or
required to be kept under section 336 of the SFO are as follows:

Approximate
percentage Approximate
shareholding in percentage
the relevant class of total
Class of Number of of Shares of shareholdings
Name Shares Nature of interest Shares held™ the Company® in the Company®
Cai Baogui® A Shares Interests of controlled 387,100,160 (L)
corporation
A Shares Interests of controlled 23,536,435 (L)
corporation
A Shares Beneficial owner 1,024,000 (L)
A Shares Interests of parties 10,139,174 (1)
acting in concert
421,799,769 (L) 36.87% 31.37%
Hu Zhibin® A Shares Interests of controlled 387,100,160 (L)
corporation
A Shares Beneficial owner 1,536,000 (L)
A Shares Interests of parties 33,163,609 (L)
acting in concert
421,799,769 (L) 36.87% 31.37%
Li Xinnong® A Shares Interests of controlled 387,100,160 (L)
corporation
A Shares Interests of controlled 8,603,174 (1)
corporation
A Shares Interests of parties 26,096,435 (L)
acting in concert
421,799,769 (L) 36.87% 31.37%
Jiangxi Ruide Venture A Shares Beneficial owner 387,100,160 (L) 33.84% 28.79%
Investment Co., Ltd.*
Ganzhou Industrial A Shares Beneficial owner 69,120,000 (L) 6.04% 5.14%
Investment Holding Group
Co., Ltd.1
Goldwind Science & A Shares Interests of controlled 67,036,352 (L) 5.86% 4.98%
Technology Co., Ltd.” corporation
Goldwind Investment A Shares Beneficial owner 67,036,352 (L) 5.86% 4.98%

Holdings Co., Ltd.?

5
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Approximate
percentage Approximate
shareholding in percentage
the relevant class of total
Class of Number of of Shares of shareholdings
Name Shares Nature of interest Shares held™ the Company® in the Company®
China State-owned H Shares Beneficial owner 34,270,800 (L) 17.07% 2.55%
Enterprise Mixed
Ownership Reform
Fund Co., Ltd.®
China Chengtong H Shares Interests of controlled 34,270,800 (L) 17.07% 2.55%
Holdings Group Ltd.® corporation
Rosefinch Fund H Shares Investment Manager 27,993,320 (L) 13.94% 2.08%
Management Co., Ltd.?
China Resources (Holdings) H Shares Interests of controlled 11,423,600 (1) 5.69% 0.85%
Company Limited® corporation
China Resources Company H Shares Interests of controlled 11,423,600 (L) 5.69% 0.85%
Limited® corporation
China Resources Inc.!"” H Shares Interests of controlled 11,423,600 (L) 5.69% 0.85%
corporation
CR & CNIC Investment H Shares Interests of controlled 11,423,600 (1) 5.69% 0.85%
Limited(® corporation
CR Alpha Fund H Shares Interests of controlled 11,423,600 (L) 5.69% 0.85%
Management Limited® corporation
CR Alpha Fund, L.P.1 H Shares Interests of controlled 11,423,600 (L) 5.69% 0.85%
corporation
CR Alpha Investment I H Shares Beneficial owner 11,423,600 (L) 5.69% 0.85%
Limited™
CRC Bluesky Limited('® H Shares Interests of controlled 11,423,600 (L) 5.69% 0.85%
corporation
CITIC Corporation Limited" H Shares Interests of controlled 6,923,400 (L) 3.45% 051%
corporation
CITIC Glory Limited H Shares Interests of controlled 6,923,400 (1) 3.45% 0.51%
corporation
CITIC Group H Shares Interests of controlled 6,923,400 (L) 3.45% 0.51%
Corporation(™ corporation
CITIC Limited™ H Shares Interests of controlled 6,923,400 (L) 3.45% 0.51%
corporation
CITIC Polaris Limited!"" H Shares Interests of controlled 6,923,400 (1) 3.45% 0.51%
corporation
Prudential PLC!? H Shares Interests of controlled 6,923,400 (L) 3.45% 0.51%
corporation
CITIC-Prudential Life H Shares Beneficial owner 6,923,400 (L) 3.45% 0.51%
Insurance Company
Limited
P N
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(L) stands for long position; (S) stands for short position; (P) stands for shares available for lending.

Represents the percentage of the number of shares in the relevant class as at 31 December 2023 divided by the
number of shares in the relevant class of the Company in issue.

Represents the percentage of the number of shares in the relevant class as at 31 December 2023 divided by the
number of all shares of the Company in issue (totalling 1,344,771,235 shares, including 200,745,600 H Shares and
1,144,025,635 A shares).

Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong, the ultimate controlling shareholders of the Company, have entered
into an acting in concert agreement, pursuant to which Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong are parties
acting in concert. For further details, please refer to “History, Development and Corporate Structure — Our Ultimate
Controlling Shareholders and Parties Acting in Concert — Parties Acting in Concert” of the Prospectus of the Company.
Under the SFO, each controlling shareholder will be deemed to be interested in the shares beneficially owned by other
controlling shareholders.

Jiangxi Ruide Venture Investment Co., Ltd. was held as to 40%, 30% and 30%, respectively, by Mr. Cai Baogui, Mr.
Hu Zhibin and Mr. Li Xinnong. Under the SFO, Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong are deemed to be
interested in the 387,100,160 A Shares held by Jiangxi Ruide Venture Investment Co., Ltd..

Ganzhou Xinsheng Investment Management Center (limited partnership), with 89.12% of the partnership interests
held by Mr. Cai as a general partner, directly holds 23,536,435 A Shares of the Company, and in accordance with the
SFO, Mr. Cai is deemed to be interested in 23,536,435 A Shares held by Ganzhou Xinsheng Investment Management
Center (limited partnership).

Ganzhou Geshuo Investment Management Center (limited partnership), with 39.00% of the partnership interests held
by Mr. Li as a general partner, directly holds 8,603,174 A Shares of the Company, and in accordance with the SFO,
Mr. Li is deemed to be interested in 8,603,174 A Shares held by Ganzhou Geshuo Investment Management Center
(limited partnership).

Goldwind Investment Holding Co., Ltd. directly holds 67,036,352 A Shares of the Company. Goldwind Investment
Holding Co., Ltd. is a wholly-owned subsidiary of Goldwind Science & Technology Co., Ltd., formerly known as “Xinjiang
Goldwind Science & Technology Co., Ltd. (¥7iE& BAEHZAR (A B BR A F)”, which under the SFO is deemed to be
interested in 67,036,352 A Shares held by Goldwind Investment Holdings Co., Ltd.

Pursuant to a corporate substantial shareholder notice filed by China Chengtong Holdings Group Ltd. to the Stock
Exchange on 16 February 2022, China State-owned Enterprise Mixed Ownership Reform Fund Co., Ltd. directly holds
34,270,800 H Shares of the Company, and China Chengtong Holdings Group Ltd. holds 33.95% equity interest of
China State-owned Enterprise Mixed Ownership Reform Fund Co., Ltd., and pursuant to the SFO, China Chengtong
Holdings Group Ltd. is deemed to be interested in 34,270,800 H Shares held by China State-owned Enterprise Mixed
Ownership Reform Fund Co., Ltd..

Pursuant to a corporate substantial shareholder notice filed by Rosefinch Fund Management Co., Ltd. to the Stock
Exchange on 31 October 2023, it directly holds 27,993,320 H Shares of the Company.
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(1)

(12)

(13)

Pursuant to a corporate substantial Shareholder notice filed by China Resources Inc. to the Stock Exchange on 26
May 2022, CR Alpha Investment Il Limited directly holds 11,423,600 H Shares of the Company. CR Alpha Investment
Il Limited is a wholly-owned subsidiary of CR Alpha Fund, L.P., while CR Alpha Fund, L.P. is a wholly-owned subsidiary
of CR Alpha Fund Management Limited, and CR Alpha Fund Management Limited is a wholly-owned subsidiary of CR
& CNIC Investment Limited. China Resources (Holdings) Company Limited holds 60% equity interest in CR & CNIC
Investment Limited, and China Resources (Holdings) Company Limited is a wholly-owned subsidiary of CRC Bluesky
Limited, and CRC Bluesky Limited is a wholly-owned subsidiary of China Resources Inc. China Resources Inc. is a
wholly-owned subsidiary of China Resources Company Limited. Under the SFO, China Resources (Holdings) Company
Limited, China Resources Company Limited, China Resources Inc., CR & CNIC Investment Limited, CR Alpha Fund
Management Limited, CR Alpha Fund, L.P., CRC Bluesky Limited are deemed to be interested in the 11,423,600 H
Shares held by CR Alpha Investment Il Limited.

Pursuant to a corporate substantial Shareholder notice filed by CITIC Group Corporation to the Stock Exchange on 28
January 2022, CITIC-Prudential Life Insurance Company Limited directly holds 6,923,400 H Shares of the Company.
CITIC Corporation Limited holds 50% equity interest in CITIC-Prudential Life Insurance Company Limited. CITIC
Corporation Limited is wholly owned by CITIC Limited. CITIC Glory Limited holds approximately 25.60% equity interest
in CITIC Limited. CITIC Polaris Limited holds approximately 32.53% equity interest in CITIC Limited. CITIC Glory Limited
and CITIC Polaris Limited are both wholly owned by CITIC Group Corporation. Under the SFO, CITIC Corporation
Limited, CITIC Glory Limited, CITIC Polaris Limited, CITIC Limited and CITIC Group Corporation are deemed to be
interested in the 6,923,400 H Shares held by CITIC-Prudential Life Insurance Company Limited.

Pursuant to a corporate substantial Shareholder notice filed by Prudential PLC. to the Stock Exchange on 28 January
2022, CITIC-Prudential Life Insurance Company Limited directly holds 6,923,400 H Shares of the Company. Prudential
Corporation Holdings Limited holds 50% equity interest in CITIC-Prudential Life Insurance Company Limited. Prudential
Corporation Holdings Limited is wholly owned by Prudential Holding Limited, Prudential Holding Limited is wholly
owned by Prudential Corporation Asia Limited, and Prudential Corporation Asia Limited is wholly owned by Prudential
PLC. Under the SFO, Prudential PLC is deemed to be interested in the 6,923,400 H Shares held by CITIC-Prudential
Life Insurance Company Limited.

Formerly known as Ganzhou Rare Earth Group Co., Ltd.

Save as disclosed above, as at 31 December 2023, there was no other person who had an interest or
short position in the shares and underlying shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the SFO or which was recorded in the
register kept by the Company under section 336 of the SFO.
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Il CHANGES IN THE CONTROLLING SHAREHOLDER AND DE FACTO CONTROLLERS

During the current Reporting Period, there was no change in the controlling shareholder and de facto controllers

of Company.

(1) Controlling shareholder

As of 31 December 2023, Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong, and the investment holding
entities under their control, namely Jiangxi Ruide Venture Investment Co., Ltd., Ganzhou Geshuo
Investment Management Center (limited partnership), and Ganzhou Xinsheng Investment Management
Center (limited partnership), jointly hold approximately 31.37% interest of the total issued share capital of
the Company, which constitute a group of controlling shareholders of the Company under the Hong Kong

Listing Rules.

(2) Legal person shareholder holding 10% or more of shares

Apart from HKSCC Nominees Limited, the Company currently does not have any other legal person
shareholder holding 10% or more of shares.

(3) De facto controllers

Whether or not
had obtained
Relationship residential right
with the de facto in other countries
Name of de facto controllers  controllers Nationality or regions
Cai Baogui Himself China No
Hu Zhibin Himself China No
Li Xinnong Himself China No

Major occupation and titles

Domestic and overseas listed
companies controlled
in the last 10 years

For details of the major occupation and titles of Cai Baogui, Hu Zhibin
and Li Xinnong, please refer to the “Profile of Directors, Supervisors
and Senior Management” in this annual report

Not applicable
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CORPORATE GOVERNANCE REPORT

1

CORPORATE GOVERNANCE PRACTICE

U]

2

Improvement of Corporate Governance in the Reporting Period

The Company has been committed to maintaining and ensuring high-standard cooperate governance
practices. In strict accordance with the provisions of the Articles of Association and related laws and
regulations, the Company has continued to improve the corporate governance structure, further regulated
corporate operations, improved corporate governance, established and improved its internal management
and control system. Being highly accountable to investors, the Company has operated with integrity and
in a standardized way, and earnestly fulfilled its obligations as a listed company, so as to achieve sound
development.

General Meetings of Shareholders

In strict accordance with the Articles of Association and the requirements of domestic and foreign laws
and regulations, the Company has regulated the procedures for convening, holding and voting at the
general meeting of shareholders to ensure that all shareholders enjoy equal status and rights, fully exercise
their rights and undertake corresponding obligations.
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(©)

Interests and Short Positions of Directors, Supervisors and Other Senior Management in the
Shares, Underlying Shares and Debentures

As of 31 December 2023, the interests and short positions of the Directors, the Supervisors and the
chief executive of the Company in the Shares, underlying Shares and debentures of the Company or
any associated corporation (within the meaning of Part XV of the SFO) as notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which he/she is taken or deemed to have under such provisions of the SFO), or as recorded in
the registered maintained by the Company under section 352 of the SFO, or as notified to the Company
and the Stock Exchange pursuant to the Model Code were as follows:

Approximate
percentage Approximate
shareholding in percentage of
Name of the Directors/ the relevant class total
Supervisors/chief Class of Number of of Shares of shareholdings
executives shares Nature of interest Shares held the Company in the Company
Cai Baogui"® A Shares Interests of controlled 387,100,160
corporation
A Shares Interests of controlled 23,536,435
corporation
A Shares Beneficial owner 1,024,000
A Shares Interests of parties acting in 10,139,174
concert
421,799,769 36.87% 31.37%
Hu Zhibin' A Shares Interests of controlled 387,100,160
corporation
A Shares Beneficial owner 1,636,000
A Shares Interests of parties acting in 33,163,609
concert
421,799,769 36.87% 31.37%
Li Xinnong" * A Shares Interests of controlled 387,100,160
corporation
A Shares Interests of controlled 8,603,174
corporation
A Shares Interests of parties acting in 26,096,435
concert
421,799,769 36.87% 31.37%
Lyu Feng? A Shares Interests of controlled 2,168,362
corporation
A Shares Beneficial owner 2,115,648
4,284,510 0.38% 0.32%
Pr - 2N
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Notes:

(1) Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong, the ultimate controlling shareholders of the Company, have
entered into an acting in concert agreement. Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong are parties acting in
concert. For further details, please refer to “History, Development and Corporate Structure — Our Ultimate Controlling
Shareholders and Parties Acting in Concert — Parties Acting in Concert” of the Prospectus of the Company. Under the
SFO, each controlling shareholder will be deemed to be interested in the Shares beneficially owned by other controlling
shareholders. Jiangxi Ruide Venture Investment Co., Ltd. was held as to 40%, 30% and 30%, respectively, by Mr.
Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong. Under the SFO, Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong are
deemed to be interested in the 387,100,160 A Shares held by Jiangxi Ruide Venture Investment Co., Ltd.

2 Ganzhou Huirui Investment Management Center (Limited Partnership), with 50.0% of the partnership interests held
by Mr. Lyu Feng as a general partner, directly holds 2,168,862 A Shares of the Company, and in accordance with the
SFO, Mr. Lyu Feng is deemed to be interested in 2,168,862 A Shares held by Ganzhou Huirui Investment Management
Center (Limited Partnership).

€©) Ganzhou Xinsheng Investment Management Center (limited partnership), with 89.12% of the partnership interests
held by Mr. Cai as a general partner, directly holds 23,536,435 A Shares of the Company, and in accordance with the
SFO, Mr. Cai is deemed to be interested in 23,536,435 A Shares held by Ganzhou Xinsheng Investment Management
Center (limited partnership).

4) Ganzhou Geshuo Investment Management Center (imited partnership), with 39.00% of the partnership interests held
by Mr. Li as a general partner, directly holds 8,603,174 A Shares of the Company, and in accordance with the SFO,
Mr. Li is deemed to be interested in 8,603,174 A Shares held by Ganzhou Geshuo Investment Management Center
(limited partnership).

Save as disclosed above, as of 31 December 2023, to the knowledge of the Board, none of the Directors,
the Supervisors or chief executives of the Company had any interests or short positions in the shares,
underlying shares and debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which were required to be (i) notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which the Directors, the Supervisors and chief executives of the Company were taken or deemed to have
under such provisions of the SFO); (i) recorded in the register kept by the Company pursuant to Section
352 of the SFO; or (iii) notified to the Company and the Stock Exchange pursuant to the Model Code.

Securities Transactions by Directors and Supervisors

The Company has adopted a standard of conduct no less than required under the Model Code for the
securities transactions of the Directors and Supervisors. The Company has strictly complied with other
relevant laws and regulations of Hong Kong and PRC regulatory authorities and adhered to the strictest
implementation of the terms of the two places. The Company has made specific enquiries to all Directors
and Supervisors as to whether the Directors and Supervisors have complied with the Management
Measures during the Reporting Period, and all Directors and Supervisors have complied with all the
requirements of the Model Code.

Performance of Duties by Independent Directors

During the Reporting Period, the Board of Directors had complied with provisions of Rules 3.10(1), 3.10(2)
and 3.10A of the Listing Rules on the appointment of at least three independent non-executive Directors
(representing one third of the Board of Directors), including at least an independent non-executive Director
who has the relevant professional qualification or accounting or related financial management expertise.

The Company has received from each of the independent non-executive Directors a written annual

confirmation of his/her independence under Rule 3.13 of the Listing Rules. In the opinion of the Company,
all its independent non-executive Directors were independent during the Reporting Period.

VII
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The Company’s Independence of Controlling Shareholders

The Company was independent from the controlling shareholders in terms of business, assets, finance,
etc. The Company had full and independent business capability and independent management capability.

Horizontal Competition with Controlling Shareholders

During the Reporting Period, none of the controlling shareholders or their respective associates was
considered to have interests in a business which competes or is likely to compete, either directly or
indirectly, with the businesses of the Company, as defined in the Hong Kong Listing Rules.

Improvement and Implementation of Internal Control System

1. Further improve internal control system and strengthen internal audit supervision. The Company
has sorted out and improved the functions and duties of the Audit Committee of the Board of
Directors and the internal audit department, strengthened the exercise of supervision power
under the leadership of the Board of Directors and the supervision of the implementation of the
Company'’s internal control system by the internal audit department, and improved the depth
and breadth of internal audit. On the one hand, the internal audit department has enhanced its
supervision on the implementation of the internal control system of the Company and improved
the depth and breadth of its internal audit. On the other hand, in order to prevent capital tie-up,
the internal audit department has paid close attention to large-amount capital transactions and
dynamically tracked the utilization of large-amount capital by related business departments. It
has timely reported to the Audit Committee of the Board of Directors when finding any suspected
related-party capital transaction and prompted each department to strictly fulfill deliberation and
disclosure procedures in accordance with related provisions.

2. The Company has strengthened the internal control awareness and responsibilities of the Board
of Directors and key positions, fully understood the importance of internal control in improving
corporate management, enhancing risk prevention and control, and facilitating the high-quality
development of the Company, specified specific responsible persons, and required them to play an
exemplary role.

3. The Company has strengthened internal control training and study. The Company has timely
organized Directors, Supervisors and senior management to participate in regulatory compliance
studies to improve their ability in corporate governance. It has provided targeted compliance
training for middle-level management and ordinary employees to increase their risk prevention
awareness and compliance management awareness to ensure the effective implementation of the
internal control system and effectively improved the Company’s standardized operation to facilitate
the Company’s sound and sustainable development.

Assessment and Incentive Mechanism for Senior Management

The Company has formulated the Senior Management Remuneration System based on the “principles
of responsibility, incentive, performance and competition”, and continuously improved the performance
appraisal system for senior management. The Remuneration and Appraisal Committee of the Board
determines the remuneration standards of each senior management based on their job responsibilities,
work performances and completion of tasks and objectives, which reflects the principle of equal
responsibilities and rights, and maintains the attractiveness of the Company’s remuneration and its
competitiveness in the market. During the Reporting Period, the senior management of the Company
actively implemented the relevant resolutions of the shareholders’ general meeting and the Board of the
Company, and earnestly performed their duties.
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Corporate Governance Report (Prepared in accordance with the Hong Kong Listing Rules)

1. Compliance with the Corporate Governance Code

The Board is committed to upholding a high standard of corporate governance practices with
the firm belief that they are essential for maintaining and promoting investors’ confidence and
maximising shareholders’ returns. The Company has adopted the applicable corporate governance

rules specified in the Corporate Governance Code set out in Appendix C1 of the Listing Rules.

During the Reporting Period, save for (1) deviation from code provision C.2.1 of Part 2 of the
Corporate Governance Code; and (2) temporary non-compliance with the requirements set out
under Rules 3.21, 3.25 and 3.27A of the Listing Rules from 21 June 2023 to 5 July 2023, the
Company has complied with the applicable provisions set out in the Corporate Governance Code.

Pursuant to code provision C.2.1 of the Part 2 of the Corporate Governance Code, the roles of
chairman and chief executive officer should be separate and should not be performed by the
same individual. Mr. Cai Baogui is our co-founder, the Chairman and the general manager (same
nature as the chief executive officer). From the inception of the Group’s business, Mr. Cai has been
responsible for the overall management, decision-making and strategy planning of our Group and
is essential to our Group’s growth and business expansion. Since Mr. Cai is the key personnel for
our Group’s development and he will not undermine our Group’s interests in any way under any
circumstances, our Board considers that vesting the roles of chairman and general manager in the
same person, Mr. Cai, would not create any potential harm to the interest of our Group and it is,
on the contrary, beneficial to the management of our Group. In addition, the operation of the senior
management and our Board, which are comprised of experienced individuals, effectively checks
and balances the power and authority of Mr. Cai, as both the Chairman and general manager of
our Group. Our Board currently comprises two executive Directors (including Mr. Cai), four non-
executive Directors and three independent non-executive Directors and therefore has a fairly strong

independence element in its composition.

On 21 June 2023, immediately following the retirement of Mr. You Jianxin and Mr. Yuan Taifang
as the independent non-executive Directors of the Company and members of the relevant special
committees of the Board due to the expiration of their terms of office, the Company was unable
to comply with the relevant requirements of the Rules 3.21, 3.25 and 3.27A of the Listing Rules
on the number of members and composition of the Audit Committee, the Remuneration and
Appraisal Committee, and the Nomination Committee of the Board. Since Mr. Zhu Yuhua was
appointed as a member of the Strategy Committee and the Audit Committee, and the chairman
of the Remuneration and Appraisal Committee of the third session of the Board of Directors of the
Company, and Ms. Cao Ying was appointed as a member of the Nomination Committee and the
chairman of the Audit Committee of the third session of the Board of Directors of the Company on
5 July 2023, the Company has regained compliance with the relevant requirements of the Listing
Rules above. For further details, please refer to the Company’s H Share announcements dated 22

June 2023 and 5 July 2023.

The Board of Directors will regularly review and strengthen the Company’s corporate governance
practices to ensure that the Company will continue to comply with the requirements of the

Corporate Governance Code.
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The Board of Directors

1

The Board of Directors of the Company, as the decision-making body of the Company, has
followed good corporate governance practices and procedures. The decisions of the Board of
Directors are implemented by the Company’s management.

The Board of Directors of the Company shall convene regular Board meeting at least four times
each year. The Board meeting is convened by the chairman, and all Directors and Supervisors shall
be notified in writing 14 days prior to the meeting. In 2023, a total of six Board meetings were held
by the Company.

The Directors of the Company may propose to include a proposal in the agenda of the Board
meeting and all Directors shall have the right to request other relevant information.

The Board of the Company has evaluated its own operation and work in the previous year and
believes that the Board operated in compliance with domestic and overseas regulatory provisions
and corporate rules and regulations, heard opinions of the Party organization, the Supervisory
Committee, and the management during the decision-making process, and safeguarded the
interests of the Company and the legitimate rights and interests of shareholders.

The Board secretary of the Company assists Directors in the Board’s routine work, continuously
provides the Directors with the regulations, policies and requirements of domestic and overseas
regulatory authorities on corporate governance, and assists the Directors in performing their duties
in a standardized manner. The Company has purchased liability insurance for its Directors to
reduce losses possibly suffered by the Directors when they duly perform their duties.

Chairman and General Manager

1

Mr. Cai Baogui serves as chairman and general manager of the Company.
The chairman attaches importance to communication with independent non-executive Directors.
The chairman advocates the culture of openness and active discussion, encouraging the Directors

to make full and in-depth discussions on decision-making matters of the Company at Board
meetings.

Composition of the Board

1

As of 31 December 2023 and the annual report date, the Board of the Company consists
of nine members (please refer to the section headed “Profile of Directors, Supervisors and
Senior Management), including two executive Directors, four non-executive Directors and three
independent non-executive Directors (accounting for at least one third of the total members of the
Board).

The Company has received from each of the independent non-executive Directors an annual
confirmation of his/her independence under Rule 3.13 of the Hong Kong Listing Rules. The
Company confirmed that all its independent non-executive Directors satisfy the requirements for
independence under Rule 3.13 of the Hong Kong Listing Rules.
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(4) Appointment, Re-election and Removal

1

The term of office of all Directors of the Company is three years, and an independent non-executive
Director shall not be reelected if he/she assumes office for more than six years. The system and
procedures for the appointment, re-election and removal of Directors are set out in the Articles of
Association of the Company. Pursuant to the Articles of Association, Directors shall be elected,
replaced or removed from office prior to the expiration of their term of office by shareholders at a
shareholders’ general meeting. Each term of office of a Director shall be three years. Director may
be re-elected and re-appointed upon expiry of his/her term of office. The shareholders’ general
meeting may, in compliance with relevant laws, administrative regulations, and relevant regulations
of the securities regulatory authority of the place where the Company’s shares are listed, remove
any Director whose term has not expired by ordinary resolution, but this does not affect the
Director’s claims for damages pursuant to any contract.

All Directors of the Company are elected by the general meeting of shareholders.

For new Directors, the Company will arrange professional consultants to prepare detailed
information for the new Directors, informing them of the regulatory requirements of each region
where the Shares of the Company are listed, and reminding them of their rights, responsibilities
and obligations as Directors.

(5) Nomination Committee

1

The Board of the Company has set up a Nomination Committee, in which Mr. Xu Feng, an
independent non-executive Director of the Company, serves as chairman of the Committee and
Mr. Cai Baogui, chairman of the Company, and Ms. Cao Ying, an independent non-executive
Director serves as members of the Committee.

The Nomination Committee mainly proposes suggestions to the Board on the scale and
composition of the Board, the selection criteria, procedures and candidates for Directors and
senior management, and considers the Board diversity from a number of aspects, including but not
limited to gender, age, cultural and education background and Directors’ professional experience;
develops and regularly reviews the policies in relation to the Board diversity. The Procedures for
Nomination of Director Candidates of the Company is available on the website of the Company
(http://www.jimag.com.cn/).

In assessing and selecting candidates for Directors, the Nomination Committee will consider the
following criteria: (1) character and integrity; (2) qualifications, including professional qualifications,
skills, knowledge and experience relevant to the Company’s business and strategies, and the
diversity factors referred to in the board diversity policy of the Company (“Board Diversity Policy”)
of the Company; (3) any measurable objectives adopted to achieve diversity of the Board; (4) the
independence standard for the appointment of independent non-executive Directors as set out
in Rule 3.13 of the Hong Kong Listing Rules; (5) being able to devote sufficient time to perform
his/her duties as a member of the Board and serving as a member of the committees under the
Board; and (6) complying with the relevant requirements of applicable laws and regulations for the
appointment of Directors.

The Nomination Committee may engage professionals when performing its duties. The reasonable
costs incurred will be borne by the Company. >
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4 During the Reporting Period, the Nomination Committee convened one meeting. The Nomination
Committee held the second meeting of the Nomination Committee of the Third Session of the
Board of Directors on 20 March 2023, at which it reviewed the “Proposal on the By-election of
Non-Independent Directors of the Third Session of the Board” ({FARHEFE=EEEEIEE
N EEREE)), the “Proposal on the Departure of the Independent Directors upon Expiry of
Their Term of Office and the By-election of the Independent Directors of the Third Session of the
Board” ((FAMBYESHmMIBHEE _EEET2BIUEEMNZER)), the “Proposal on the
Employment of a Deputy General Manager of the Company” (B EE(E A B BIAELIRHZEE))
and the “Proposal on the Implementation of the Diversity Policy of the Board in 2023” ({22023
FERAREFEETBERATERNZR)).

5 According to the Director Nomination Policy, the nomination procedures for directorship by
the Nomination Committee are: (1) the Nomination Committee convenes a meeting and invites
the members of the Board to nominate candidates, if any, for consideration by the Nomination
Committee. The Nomination Committee may also nominate candidates for its consideration; (2) for
the purpose of appointing any candidate for the Board, the Nomination Committee shall perform
due diligence on the individual candidate, taking into full consideration the aforesaid assessment
criteria and make recommendations for the Board’s consideration and approval; (3) in respect of
the re-appointment of any existing members of the Board, the Nomination Committee shall make
recommendations on their overall contribution and service to the Company, as well as their level
of participation and performance in the Board, while taking into account the aforesaid assessment
criteria, for the Board to consider, facilitating candidates to stand for re-election at shareholders’
general meetings.

ESG Committee

The “Resolution on the Establishment of an ESG Committee” (AR RIIRIE « & MAIE(ESQZES
K% Z)) have been considered and approved at the 22nd Meeting of the Third Session of the Board of
Directors of the Company held on 25 October 2023.

The Board announced that for the purpose of further promoting the Company’s ESG efforts and
strengthening the ability to execute the various ESG objectives, the establishment of the ESG Committee
was intended to be launched to coordinate the Company’s ESG efforts and resource coordination, provide
comprehensive supervision of its ESG-related matters, and perform ESG-related control duties when
identifying its major ESG improvement plans. In addition, important ESG issues and investment proposal
reports would also be evaluated as the Company’s annual ESG report under review for improving the
consistency of its ESG disclosure.

The ESG Committee reports on the work of the Board. The Board elected Mr. Cai Baogui, Chairman and
general manager, as the chairman of the ESG Committee for the current term, and Cao Ying, Yu Han, Yi
Pengpeng and Su Quan as members of the ESG Committee. The term of office of the ESG Committee is
the same as the term of office of the Third Session of the Board of Directors.

No meeting of the ESG Committee was held during the Reporting Period.
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Duties of Directors

1

All non-executive Directors of the Company enjoy the same powers as executive Directors.
Additionally, independent non-executive Directors have specific powers. The Articles of Association
and the Rules of Procedure for the Board have specific provisions for the powers of Directors, non-
executive Directors (independent non-executive Directors included), which are available on the
website of the Company (http://www.jlmag.com.cn/).

All Directors of the Company can devote enough time and effort to the handling of corporate
affairs.

All Directors of the Company have confirmed that they have complied with the provisions of the
Model Code during the Reporting Period.

The Company has the mechanism to ensure that the Board can access independent opinions
and advice, that is every Director, upon reasonable request, may seek independent professional
advice at the Company’s expense, to assist the performance of their duties. Such mechanism was
reviewed by the Board, and the Board considers that such mechanism has been implemented
properly and effectively.

The Company has arranged appropriate liability insurance coverage for the Directors, Supervisors
and senior management.

Directors’ Trainings and Continuous Professional Development

The Company organizes and arranges Directors to participate in training, provides relevant funds, and
maintains related records. During the Reporting Period, Directors have been regularly briefed on the
amendments or latest versions of related laws, rules and regulations. Each new Director appointed shall
receive formal, comprehensive and customized orientation at the first time of his/her appointment so that
he/she gains a proper understanding of the business and operations of the Company and that he/she is
fully aware of the requirements for Directors under the Listing Rules and related duties and obligations
under related legal provisions. The Company will arrange internal briefings for Directors and provide them
with reading materials on related topics in due course. The Company encourages all Directors to attend
related trainings, and the costs incurred so shall be borne by the Company.

,
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The individual training record of each Director received for the year is summarised below:

Attending or participating in relevant
Name of Directors seminars/reading materials

Executive Directors
Mr. Cai Baogui v
Mr. Lyu Feng

AN

Non-executive Directors
Mr. Hu Zhibin

Mr. Li Xinnong

Mr. Liang Minhui®

Mr. Li Xiaoguang!

Mr. Li Fei®

NSNS S

Independent Non-executive Directors
Mr. Zhu Yuhua®”

Mr. Xu Feng

Ms. Cao Ying™

Mr. You Jianxin®

Mr. Yuan Taifang®

AN N Y

Notes:

(1) Mr. Liang Minhui, Mr. Li Xiaoguang, Mr. Zhu Yuhua and Ms. Cao Ying were appointed on 21 June 2023;

(2) Mr. Li Fei resigned as non-executive Director on 17 March 2023.

(8) Mr. You Jianxin and Mr. Yuan Taifang ceased to be independent non-executive Directors on 21 June 2023.

il




64 JL MAG RARE-EARTH CO., LTD.

CORPORATE GOVERNANCE REPORT (conTiNueD)

©)

Attendance Record of Directors

For the year ended 31 December 2023, the record of the Directors attending the Board meetings, Board
Committees’ meetings and shareholders’ general meetings are as follows:

Number of Board meetings and Board Committees’ meetings
attended/number of Board meetings and Board Committees’
meetings held for the year ended 31 December 2023

Remuneration Environmental, Number of
and Social and general
Appraisal Audit  Nomination Strategy  Governance meetings

Name Board”  Committee = Committee =~ Committee =~ Committee ~ Committee® attended

Executive Directors

Mr. Cai Baogui 6 N/A N/A 1 2 Not held 2

Mr. Lyu Feng 6 2 N/A N/A N/A N/A 2

Non-executive

Directors

Mr. Hu Zhibin 6 N/A 4 N/A 0 N/A 2

Mr. Li Xinnong 6 N/A N/A N/A 0 N/A 2

Mr. Liang Minhui®! 4 N/A N/A N/A N/A N/A 1

Mr. Li Xiaoguang'” 4 N/A N/A N/A 0 N/A 1

Mr. Li Fei® 0 0 0 0 0 N/A 0

Independent

Non-executive
Directors

Mr. Zhu Yuhua® 4 1 2 N/A 1 N/A 1

Mr. Xu Feng 6 2 N/A 1 2 N/A 2

Ms. Cao Ying" 4 N/A 2 0 N/A Not held 1

Mr. You Jianxin® 2 1 2 N/A 1 N/A 1

Mr. Yuan Taifang® 2 N/A 2 1 N/A N/A 1

Notes:

1. Mr. Liang Minhui, Mr. Li Xiaoguang, Mr. Zhu Yuhua and Ms. Cao Ying were appointed on 21 June 2023, and the
table sets out above their attendance in meetings of the Company as of 31 December 2023 since the date of his
appointment;

2. Mr. Li Fei resigned on 17 March 2023. The table sets out above Mr. Li Fei's attendance in meetings of the Company
from 1 January 2023 to 17 March 2023;

3. Mr. You Jianxin and Mr. Yuan Taifang ceased to be independent non-executive Directors of the Company with effect
from 21 June 2023. The table sets out above the attendance of Mr. You Jianxin and Mr. Yuan Taifang in the meetings
of the Company from 1 January 2023 to 21 June 2023;

4. Statistics on the number of Board meetings attended by Directors include the number of Board meetings attended by
Directors on site and the number of Board meetings attended by Directors by means of communication;

5 The ESG Committee of the Company was established on 25 October 2023 and no meeting of the ESG Committee

was held during the Reporting Period.
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Data Provision and Use

1 The agenda and other reference documents for the Company’s Board meetings and meetings of
special committees are distributed in advance to enable members to have sufficient time to study
and make reasonable decisions.

2 All Directors of the Company have full and timely access to all relevant information. The
secretary to the Board organizes the preparation of materials for Board meetings and prepares
explanatory materials for each resolution to enable the Directors to fully understand the content
of the resolution. The management is responsible for organizing the provision of information and
materials required by the Directors. The Directors may request the management, or request via the
management, the relevant departments of the Company to provide information or provide relevant
explanations, and may seek advice from professional advisors when necessary.

3 REMUNERATION AND APPRAISAL COMMITTEE

1

The Board of the Company has set up a Remuneration and Appraisal Committee, in which independent
non-executive Director Mr. Zhu Yuhua serves as chairman of the committee and executive Director Mr.
Lyu Feng and independent non-executive Director Mr. Xu Feng serve as members of the committee.
The principal functions of the Remuneration and Appraisal Committee include reviewing and advising the
Board on the terms of remuneration packages, bonuses and other remuneration payable to the Directors
and senior management.

The Remuneration and Appraisal Committee consults the Chairman and the general manager regarding
the remuneration proposals for other executive Directors. Through the assessment by the Remuneration
and Appraisal Committee, it is believed that the executive Directors of the Company fulfilled the
responsibilities specified in the Director Service Contract in 2023.

The Remuneration and Appraisal Committee may engage professionals when performing its duties and
the reasonable costs incurred shall be borne by the Company. It is stipulated by the Company that senior
management and related departments shall actively cooperate with the Remuneration and Appraisal
Committee in its work.

During the year, two meetings were convened by the Remuneration and Appraisal Committee. The
following matters have been considered at the Remuneration and Appraisal Committee meetings:

1. The seventh meeting of the third session of the Remuneration and Assessment Committee
under the Board of Directors was held on 20 March 2023, which considered and approved the
Proposal on the Assessment Report in respect of the Remuneration and Performance of the Senior
Management of the Company in 2022 ({BIR A F12022F E =& HiE WEZIRERZER)), the
Proposal on the Set-up of Performance Assessment Indicators for the Senior Management in 2023
(CEERR2023FE R B BN EZIERRERNFES)) and the Proposal on the Purchase of Liability
Insurance for the Company, Directors, Supervisors and Senior Management (BB A AR R EE -
EE SATBEAEBEETRBAER))
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The eighth meeting of the third session of the Remuneration and Assessment Committee under the
Board of Directors was held on 13 October 2023, which considered and approved the Proposal
on the Fulfilment of the Conditions for Releasing Restrictions during the Third Release Period of the
2020 Restricted Stock Incentive Plan of the Company (BER A 7120204 BRIl 1 AZ =i B =1 21 5

= EfRBRBR & HAER PR PR S 15X BLAVER ZE) ), the Proposal on the Company’s Initial Grant of the
2020 Restricted Stock Incentive Plan and the Fulfilment of the Conditions for the Grant of Reserved
Portion during the Third Release Period in 2020 and for the Grant of Remaining Reserved Portion
during the Second Release Period in 2021 (ER A F2020F R #I MR ZHEE B AR T &
2020 R THREBMHE=(EREL - 2021FR TRATRE MO FE —ARBHRE RN ANHE
2£)), the Proposal on the Repurchase and Cancellation of the Restricted Stocks Granted, but not
yet Released, to Certain Participants under the 2020 Restricted Stock Incentive Plan (B85 Bl
T 852020 F PR B AR R A BNt 2150 0 BB T R D R B M R R R E R HIEAR R HZEE)) and
the Proposal on the Invalidation of Certain Type Il Restricted Shares Granted but not yet Vested ({8
RERER D ER TRABENE _BRHIERFENRSR)).

4 ACCOUNTABILITY AND AUDIT

M

Financial Reporting

1

R

The Directors are responsible for supervising accounts preparation in each financial period so
that all accounts truly and fairly present the business condition, operating results and cash flow
performance of the Company during the same period. The Board of the Company approved the
Annual Financial Report (2023) and guarantees that the information contained in the financial report
is free of any false records, misleading statements or material omissions and will assume joint
and several liabilities for the authenticity, accuracy and completeness of the information contained
therein.

The Company provides Directors with information on finance, production, operation, etc. each
month so that Directors can timely track the latest information of the Company.

The Company has implemented the internal control mechanism so that the management and
related departments provide sufficient financial data, related explanations and data to the Board
and the Audit Committee.

The external auditor of the Company has stated the auditor’s responsibilities on the Independent
Auditor’s Report in the financial report.
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Internal Controls and Risk Management

1

il

The Company has formulated and implemented internal control and risk management systems. The
Board is the decision-making body for internal control and risk management, and is responsible
for reviewing the effectiveness of the Company’s internal control and risk management. The Board
and the Audit Committee of the Company receive information on the Company’s internal control
and risk management regularly (at least once a year) from the management. Significant internal
control and risk issues are reported to the Board and the Audit Committee. The Company has set
up internal controls and risk management and internal audit departments, and is equipped with
sufficient professionals. The internal controls and risk management and internal audit departments
report to the Audit Committee on a regular basis (at least once a year). The Company’s internal
control and risk management systems are designed to manage risks and cannot ensure that all
risks are eliminated.

In terms of internal control, the Company has formulated and continuously improved the Internal
Control Manual based on the Articles of Association and the current management system,
combined with the domestic and overseas regulatory rules and the actual situation of the
Company’s production, operation and management, to realize all-element internal control of internal
environment, risk assessment, control activities, information and communication and internal
supervision. At the same time, the Company continued to supervise and evaluate the internal
control of the Company. Through regular testing, enterprise self-inspection, audit inspection and
other comprehensive and all-level inspections, the headquarter and all enterprises were included in
the scope of internal control evaluation, and internal control evaluation reports were prepared. The
Board reviews the Company’s internal control evaluation report annually. For details of the internal
control of the Company during the Reporting Period, please refer to the internal control evaluation
report, details of which are set out in the Company’s H Share overseas regulatory announcement
dated 30 March 2023. Based on the work of identifying significant deficiencies in the Company’s
internal control in relation to financial reporting and non-financial reporting, as at the record
date for the internal control assessment report, the Company was not subject to any significant
deficiency in internal control in relation to financial reporting, nor was any significant deficiency
identified in internal control in relation to non-financial reporting. The Company has formulated and
implemented an information disclosure system and an insider registration system. The Company
regularly evaluates the implementation of the system and discloses it in accordance with relevant
regulations.

In terms of risk management, based on the Articles of Association and the current management
system, the Company has formulated a risk management system and established a risk
management organization system, in combination with the domestic and overseas regulatory rules
and the actual situation of the Company’s production, operation and management. The Company
organizes annual risk assessment every year, identifies major and important risks, implements
risk management responsibilities, formulates major and important risk response strategies and
measures in combination with internal control, and regularly tracks the implementation of major
risk response measures to ensure the Company’s major risks can receive sufficient attention,
monitoring and response. The Company has comprehensively identified significant environmental,
social and governance risks related to its operations, including environmental protection, climate
change, clean technology development and innovation, anti-corruption, occupational health
and safety, community relations, etc., and has formulated relevant measures to address them,
and the Company also requires relevant departments to implement relevant measures in their
operations and management. For more dete}ils, please refer to the “2023 Environment, Social
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and Governance Report” published on the same date as this report. The Company attaches
great importance to business ethics and abides by high-level code of business ethics. Based on
its mission, vision and values, it has formulated a clear ethical code of conduct, and formed the
business conduct code system consisting of the Supplier Management Procedure, the Anti-Money
Laundering Management System, the Anti-fraud Management System and the Company Reporting
Management System. Internally, the Company establishes an internal auditing and reporting
mechanism which broadens reporting channels and specifies reporting handling procedures, and
implements reporter confidentiality system to protect the reporting rights of employees; Externally,
the Company signs the Commitment Letter on Anti-Bribery of Suppliers and integrity clauses with
suppliers to regulate the behaviors of suppliers. During the Reporting Period, the Company and its
employees were not involved in litigation cases related to corruption.

During the Reporting Period, the Board of Directors reviewed and evaluated the internal control
and risk management of the Company. The Board considered that the internal control and risk
management of the Company were effective and adequate.

(3) Audit Committee

1

(98 /
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The Board of the Company has set up an Audit Committee, in which Ms. Cao Ying, an
independent non-executive Director serves as the chairman of the Committee and Mr. Zhu Yuhua
(an independent non-executive Director) and Mr. Hu Zhibin (a non-executive Director) serve as
members of the committee. The primary functions of the Audit Committee include reviewing
and supervising the Group’s financial reporting process and internal control system, reviewing
connected transactions and making recommendations to the Board. Audit Committee has
reviewed this annual report.

During the year, four meetings were convened by the Audit Committee under the Board of
Directors. The following matters have been considered at the Audit Committee meetings:

(1) The ninth meeting of the third session of the Audit Committee under the Board of Directors
was held on 20 March 2023, which considered and approved the Proposal on the 2022
Annual Report, its Summary and the 2022 Annual Results of the Company (B2 &)
2022F EHRE - MEWMER2022F EEEMFHZE)), the Proposal on the 2022 Financial
Accounting Report of the Company (R <A FI2022F I BRERESHZEE) ), the
Proposal on the 2022 Profit Distribution Proposal and Conversion of Capital Reserve Plan
(KEERR2022F E M E DL M B AN TEEEIE I ARTEZR MR ZE) ), the Proposal on the Special
Report in respect of the Deposit and Actual Usage of the Proceeds from A Share in 2022
((ER<ARI2022F EAREE B FHECABEANEIRRE>HZEE)), the Proposal
on the 2022 Internal Control Self-assessment Report of the Company (B8 <A 512022
FEALEH B R TERE>HZEE)), the Proposal on the Appointment of Audit Firm of
the Company for 2023 ({BEREEFE A F12023F [ HE AT EMFZ) ), and the 2022 Internal
Audit Work Report and 2023 Internal Audit Work Plan ({20224 E R &t TIERE &
2023F E TIFTED);
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2 The tenth meeting of the third session of the Audit Committee under the Board of Directors
was held on 14 April 2023, which considered and approved the Proposal on the 2023
First Quarterly Report of the Company (ER<AAI2028F E—FFEHRE>HHZE)), the
Proposal on the Special Report in respect of the Deposit and Actual Usage of the Proceeds
from A Share in the First Quarter of 2023 (BN <A RI2023F £ —FEARSEE & FHUR
FABRMEENRE>/ZES)) and the 2023 First Quarterly Audit Work Report ({20234
—EEETTERSE));

3) The eleventh meeting of the third session of the Audit Committee under the Board of
Directors was held on 12 August 2023, which considered and approved the Proposal on
the 20283 Half-year Report and its Summary and 2023 Half-year Results Announcement
of the Company (B8R A FI2023F ¥ FEHE - MEWER2023F F FEHEBENENZ
Z2)), the Proposal on the Special Report in respect of the Deposit and Actual Usage by the
Company of the Proceeds from A Share in the Half Year of 2023 (B8R <A R12023F 4 4F
EAKRSEEE T MERFAIBERHNFIRRE>HFHEE) ) and the First Half of 2023 Audit Work
Report ({2023F EHFEET TIERE));

4) The twelfth meeting of the third session of the Audit Committee under the Board of
Directors was held on 13 October 2023, which considered and approved the Proposal on
the 2023 Third Quarterly Report of the Company (B <A FI2023F 5 = FEFME>M=%
Z£)), the Proposal on the Investment Project for the Issuance of Shares to Specific Target
Subscribers and Use of Remaining Proceeds as Permanent Supplement to Working Capital
in 2020 (KBAR2020F M EH RFEITREEEESREBBFEWFAMBREREE K
ANERITRENE S HIFEE) ), the Proposal on the Special Report in respect of the Deposit
and Actual Usage by the Company of the Proceeds from A Share in the Third Quarter of
2023 (KA <A FI2023F E=FEARFZEE S FHEACAB AN ERRESHZES)) and
the 2023 Third Quarterly Audit Work Report ({20234 = ZFF &t TIEHRE)).

3 The Audit Committee may engage professionals when performing its duties and the reasonable
costs incurred shall be borne by the Company. It is stipulated by the Company that senior
management and related departments shall actively cooperate with the Audit Committee in its
work.

4 The Audit Committee has assessed the adequacy of the resources, employees’ qualifications
and experience of the Company in terms of accounting and financial reporting, as well as the
adequacy of the training courses and related budgets received by related employees during the
Reporting Period. The Audit Committee believes that the management has fulfilled its responsibility
of establishing an effective internal control system. The reporting and complaint mechanism is
specified in the internal control system of the Company, with channels such as online reporting,
reporting by letter, petition reception, complaint mailbox available so that employees can report and
make complaints about behaviors that violate the Company’s internal control system. The Audit
Committee has reviewed and approved the system and will review such reporting and complaint
mechanism annually to ensure its effectiveness.
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1

DELEGATION OF BOARD POWERS

The Board is accountable to the shareholders for leading the Company in a responsible and effective
manner. The Board shall implement resolutions of the shareholders’ general meeting; decide on the
business plans, investment plans and the setting of internal management organizations of the Company,
formulate the annual financial budget, final account and profit distribution plans of the Company, and
appoint the senior management.

The Board granted senior management the power and responsibility to conduct the daily management,
administration and operation of the Company. The delegated functions and work tasks are periodically
reviewed. Moreover, the management of the Company provides adequate consultancies for the Board
and the special committees of the Board when appropriate to facilitate the Directors in making informed
decisions

For the purpose of supervising the specific affairs of the Company, the Board has established a Strategy
Committee except for the Audit Committee, the Remuneration and Appraisal Committee, and the
Nomination Committee. The Board has delegated several duties to each special committee of the Board.
The main functions of the Strategy Committee include researching and making recommendations on the
Company’s long-term development strategy planning and major issues that are crucial to the Company’s
development, and reviewing and evaluating the implementation of the Group’s development strategies and
plans. The third session of the Strategy Committee of the Board consists of six members. Among them,
Mr. Cai Baogui, chairman of the Company, serves as chairman of the committee and Mr. Hu Zhibin, Mr.
Li Xinnong and Mr. Li Xiaoguang, the non-executive Directors, and Mr. Zhu Yuhua and Mr. Xu Feng, the
independent non-executive Directors, serve as members of the committee. During the year, two meetings
were convened by the Strategy Committee under the Board of Directors. The following matters have been
considered at the Strategy Committee meetings:

1. The fourth meeting of the third session of the Strategy Committee under the Board of Directors
was held on 20 March 2023, which considered and approved the Proposal on on the Company’s
2022 Sustainability Report and Environmental Social and Corporate Governance Report ({/Aa]
D022F Al B EREBIRGE HEHATNAEMEMNFHZE)), the Resolution on the General
Mandate to Issue Additional A Shares or H Shares of the Company ( (B8R 153 5] AR sl HAZ A% (7
— PRI HER)EZR) ), the Resolution on the Request to the General Meeting to Authorize the Board
Of Directors to Handle Matters in Relation to the Small-Scale Rapid Financing (R IR B R A2
BB Ee PR/ EEIRREE R EEMNEZE)) and the Resolution on the General Authorization
for the Issuance of Onshore and Offshore Debt Financing Instruments (B8 R B2/ TIRNIMETE

BVE T B —RRMERERNES));

2. The fifth meeting of the third session of the Strategy Committee under the Board of Directors
was held on 12 August 2023, which considered and approved the Proposal on the Termination
of Acquisition of 46% equity interests in Xinyang Yen Sonic Technology Co., Ltd. and 51% equity
interests in Suzhou Yuange Electronics Co., Ltd. (BRI EI5E AR E R AR A A146%
BTN &R EFE EF B R A F51 %R EREZ) ), and the Resolution on the Changes in the Use of
Proceeds from H Shares ((BEREFHIREEESFARENHRE))

Each committee shall report its decisions or suggestions to the Board. Working rules have been
formulated for each special committee. The Working Rules of the Audit Committee, the Working Rules
of the Remuneration and Appraisal Committee, the Working Rules of the Nomination Committee, the
Working Rules of the Strategy Committee and the Working Rules of the ESG Committee can be accessed
from the website of the Company (http://www.jimag.com.cn/).
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INVESTOR RELATIONS

The Company has adopted the Shareholders’ Communication Policy. We adhere to the basic principle
of fair disclosure of information and open communication with our shareholders, while ensuring that
the Company’s shareholders, in appropriate circumstances, are provided with timely access to
comprehensive, equal and understandable information about the company. On the one hand, it enables
shareholders to exercise their rights in an informed manner, and on the other hand it allows shareholders
and the investment community to strengthen communication with the Company. The Shareholders’
Communication Policy is published on the Company’s website (http://www.jimag.com.cn/).

The Company has attached great importance to investor relations. The management has participated in
roadshows to introduce the Company’s development strategy, production and operation performance,
and other issues that are paid attention to by investors. The Company has set up a special department
to be responsible for communication with investors. To the extent of compliance with regulatory
requirements, the Company will strengthen communication with investors through meetings with
institutional investors, investor hotline and online platforms.

During the Reporting Period, the Company proposed individual resolutions and proposals on each
practically separate matter at the shareholders’ general meeting. All resolutions were voted on to ensure
the interests of all shareholders. The Company shall send a meeting notice to all shareholders 20 days
before convening an annual general meeting and 15 days before convening an extraordinary general
meeting (excluding the date on which the meeting is hold).

Some members of the Board, the Supervisory Committee and senior management of the Company,
through the extraordinary general meetings and annual general meetings held from time to time, conduct
in-depth exchanges with investors.

The Company stipulates that the Board secretary shall be responsible for establishing an effective
channel for communication between the Company and shareholders, setting up a special unit to contact
shareholders, and timely feeding back the opinions and suggestions of shareholders to the Board or the
management. The Company has published detailed contact information in the column “Investor Relations”
on the website of the Company.

The Board of the Company has reviewed the implementation and effectiveness of the Shareholders’
Communication Policy during the Reporting Period. Having considered the multiple channels of
communication and above specific measures in place, the Board is satisfied that the Shareholders’
Communication Policy has been properly in place for 2023 and is effective.

il




72

JL MAG RARE-EARTH CO., LTD.

CORPORATE GOVERNANCE REPORT (conTiNueD)

COMPANY SECRETARY

(1) The Board secretary of the Company is nominated by the chairman and appointed by the Board. The
Board secretary is a senior manager of the Company and shall be accountable to the Company and the
Board. The Board secretary offers suggestions to the Board on governance and arranges orientation and
professional development of Directors.

2 As of the date of this annual report, Mr. Lu Ming and Ms. Zhang Xiao are the joint company secretaries of
the Company. Mr. Lu Ming is the primary contact person of Ms. Zhang Xiao at the Company.

3) During the Reporting Period, the company secretaries of the Company have accepted relevant
professional training for no less than 15 hours in accordance with Section 3.29 of the Listing Rules.

BOARD DIVERSITY POLICY

The Company has adopted Board Diversity Policy which sets out the goal and method for achieving and
maintaining the diversity of the Board to improve its efficiency. According to the Board Diversity Policy, when
selecting candidates for the Board, the Company seeks to realize the diversity of the Board by taking into account
multiple factors, including but not limited to professional experience, skills, knowledge, gender, age, cultural
and educational backgrounds, race, and years of service. The Company recognizes and embraces the benefits
of having a diversified Board and sees increasing diversity at the Board level, including gender diversity, as an
essential element in maintaining the Company’s competitive advantage and enhancing its ability to attract, retain
and motivate employees from the widest possible pool of available talents. The Company has taken and will
continue to take measures to promote gender diversity at all levels of the Company, including but not limited to
the Board and the senior management. Particularly, our CFO (responsible for the Group’s finance and budgeting)
is a female and a member of the senior management team of the Company. The Nomination Committee will
review the implementation of the board diversity policy at least annually and make recommendation on any
proposed changes to the Board for the Board’s review and approval to ensure its continued appropriateness and
effectiveness.

The Nomination Committee has reviewed the Board Diversity Policy to ensure its effectiveness. Looking forward,
the Company will continue to carry forward gender diversity on the Board. The Board has made every effort
to include female Directors into the Board (keeping in mind the importance of management continuity and
the timeline for retirement and reappointment of Directors under the Articles). On 30 March 2023, the Board
approved the nomination of Ms. Cao Ying as a candidate for the third session of the Board as an independent
non-executive Director of the Company and she was appointed on 21 June 2023. For details of Ms. Cao’s
appointment, please refer to the H Share announcements of the Company dated 30 March 2023 and 22 June
2023.

The Company has adopted and will continue to adopt measures to promote the diversity of employees in all
levels. All eligible employees will equally have the opportunities in employment, trainings and career development.
The Company will, when recruiting middle-level and senior managers, continue to ensure gender diversity. In
this way, the Company will be able to have a number of senior management positions for females and invite
potential females to join the Board in due course, so as to ensure the gender diversity of the Board. The Group
will continue to attach importance to the training for female talents and provide them with long-term development
opportunities. Currently, the male to female ratio of the Company’s employees (including senior management) is
approximately 2.12:1, and after prudent consideration, the Board is of the view that we have achieved the gender
diversity of employees.
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Anti-corruption Policy

The Company attaches great importance to business ethics and abides by high-level code of business ethics.
Based on its mission, vision and values, it has formulated a clear ethical code of conduct, and formed the
business conduct code system consisting of the Supplier Management Procedure, the Anti-money Laundering
Management System, the Anti-fraud Management System and the Company Reporting Management System.
Internally, the Company establishes an internal auditing and reporting mechanism which broadens reporting
channels and specifies reporting handling procedures and implements reporter confidentiality system to protect
the reporting rights of employees. Externally, the Company signs the Commitment Letter on Anti-bribery of
Suppliers and integrity clauses with suppliers to regulate the behaviors of suppliers. During the Reporting Period,
the Company and its employees were not involved in litigation cases related to corruption.

DIVIDEND POLICY

The Company’s profit distribution policy maintains continuity and stability while taking into account the long-
term interests of the Company, the overall interests of all shareholders and the sustainable development of the
Company. The Company preferentially adopts the profit distribution method of cash dividends. The Company’s
profit distribution plan for each financial year is carried out in accordance with the policies and procedures
stipulated in the Articles of Association. The Board of the Company shall comprehensively consider factors such
as the characteristics of the industry, the development stage, its own business model, the level of profitability and
whether there is any significant capital expenditure arrangement to formulate the profit plan for the corresponding
year, and listen to opinions of minority shareholders, and independent Directors shall express their independent
opinions. The Board will review the dividend policy on an annual basis and does not guarantee that dividends will
be declared or paid in any particular amount during any particular period.

SHAREHOLDERS’ RIGHTS

The Company treats all shareholders equally to ensure that shareholders can fully exercise their rights and protect
their legal rights and interests. The Company is able to convene and hold shareholders’ general meetings in
strict accordance with the requirements of relevant laws and regulations. The Company’s governance structure
ensures that all shareholders, especially minority shareholders, enjoy equal rights and undertake corresponding
obligations.

(1) Right to convene extraordinary general meetings

Shareholders individually or collectively hold more than 10% of the shares with voting rights at the
proposed meeting may sign one or more written requests in the same form to request the Board to
convene an extraordinary general meeting and state the topics of the meeting. If the Board does not
issue a notice of convening the meeting within 10 days after receiving the aforesaid written request,
the shareholders who made such request may request the Supervisory Committee to convene an
extraordinary general meeting. If the Supervisory Committee does not issue a notice of convening a
meeting within 5 days after receiving the aforesaid written request, shareholders who individually or
collectively hold more than 10% of the shares with voting rights at the proposed meeting for more than
90 consecutive days may convene and preside over the meeting by themselves. As far as possible, the
procedures for convening a meeting shall be the same as that for convening a shareholders’ general
meeting by the Board. If a shareholder convenes and holds a meeting because the Board and the
Supervisory Committee fail to meet the aforesaid requirements, the reasonable expenses incurred shall be
borne by the Company and deducted from the amount owed to the negligent Director by the Company.
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To put forward proposals at shareholders’ general meetings

Shareholders individually or collectively holding more than 3% of the total voting shares of the Company
shall have the right to propose a new proposal in writing to the Company and submit it to the convener 10
days before the shareholders’ general meeting, the content of the proposal shall fall within the scope of
duties of the shareholders’ general meeting, with clear topics and specific resolutions, and in compliance
with the laws, administrative regulations, the listing rules of the stock exchange where the Company’s
shares are listed and the relevant provisions of the Articles of Association. The Company shall include the
matters within the scope of duties of the shareholders’ general meeting in the proposal and submit it to
the shareholders’ general meeting for consideration.

Making enquiries to the Board

The Company maintains a website (www.jlmag.com.cn) for the public to access information about the
Group’s businesses and projects, major corporate governance policies and announcements, financial
reports and other information.

Shareholders and investors may send written enquiries to the Company’s headquarter to make any
enquiries to the Board at 81 West Jinling Road, Economic and Technological Development Zone,
Ganzhou City, Jiangxi Province, PRC; or in Hong Kong at 40/F, Dah Sing Financial Centre, 248 Queen’s
Road East, Wanchai, Hong Kong, or email to jjmag_info@jlmag.com.cn.

ARTICLES OF ASSOCIATION

The amendments to the Articles of Association of the Company have been considered and approved through its
2022 annual general meeting, the 2023 first A Shares Class Mesting and the 2023 first H Shares Class Meeting
held on 21 June 2023, the first extraordinary general meeting of 2023 held on 23 November 2023. For details,
please refer to the H Share announcements of the Company dated 30 March 2023 and 24 August 2023 and the
H Share circulars dated 4 May 2023 and 6 November 2023 respectively. Save as disclosed above, there were no
material changes in the Memorandum of the Association of the Company for the year ended 31 December 2023.
The latest Articles of Association of the Company is available on the Company’s website and the website of the
Stock Exchange.
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The Board is pleased to present its report together with the audited financial statements of the Company for the
Reporting Period.

1 BUSINESS REVIEW

M

2

(©)

Principal Activities

The Company was incorporated in the People’s Republic of China on 19 August 2008 under the laws
of China and was converted into a joint stock limited company on 26 June 2015. The Company’s H
Shares were listed on the Stock Exchange on 14 January 2022. The Company is a high-tech enterprise
integrating R&D, production and sales of high-performance REPMs, magnetic components and the
recycling and comprehensive utilization of REPMs, and a leading supplier of high-performance REPMs in
the fields of new energy and energy-saving and environmental protection. The Company’s products are
widely used in NEVs and automotive parts, energy-saving VFACs, wind power generation, 3C, robots and
industrial servo motors, energy-saving elevators, rail transit and other sectors, and have established long-
term and stable cooperative relationships with leading domestic and foreign enterprises in various fields.

As at the end of the Reporting Period, details of the Company’s subsidiaries are set out in Note 1 to the
financial statements. An analysis of the Company’s revenue and operating profit for the Reporting Period
by principal activities is set out in the section headed “Management Discussion and Analysis” in this annual
report.

Business Review and Analysis of Key Indicators of Financial Performance

A review of the Company’s business during the Reporting Period, which includes a discussion of the main
risks and uncertainties faced by the Company, an analysis of the Company’s performance by using key
performance indicators, particulars of important events affecting the Company during the year, and an
indication of likely future development in the Company’s business, could be found in the sections headed
“Chairman’s Statement”, “Highlight” and “Management Discussion and Analysis” in this annual report.
A discussion on relationships with its key stakeholders is included in the sections headed “Changes in
Share Capital and Shareholdings of Substantial Shareholders” and “Corporate Governance Report”, which
constitutes part of this report of the Board of Directors.

Environmental, Social and Governance Performance

The Company believes that promoting sustainable development is as important as achieving long-term
business growth. Therefore, the Company continues to strive to maintain a high level of sustainability
in its business operations. The Company will endeavour to enhance the sustainability initiatives of the
Company’s management in all areas of good corporate governance, environmental protection and
workplace practices.

To demonstrate the Company’s commitment to stakeholders in terms of transparency and accountability,
the Company will publish an independent ESG Report in accordance with the Environmental, Social and
Governance Reporting Guide set out in Appendix C2 of the Listing Rules. The report will demonstrate the
Company’s commitment to sustainable development during the year under review and will also involve
significant economic, environmental and social achievements and impacts arising from the activities of the
Company and its joint ventures. The report can be viewed or downloaded in electronic form on the official
websites of the Stock Exchange and the Company.
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RESULTS AND DIVIDEND

The annual results of the Company for the Reporting Period are set out in the consolidated statement of profit or
loss of this annual report.

The Board of Directors of the Company has resolved to recommend the declaration of final dividends for the year
ended 31 December 2023. The dividends will be distributed to all shareholders at a rate of RMB2.6 (tax inclusive)
per 10 shares based on the share capital after deduction of shares held in the Company’s A-share repurchase
account on the equity registration date determined in the equity distribution implementation announcement.
Based on the total share capital is calculated as 1,336,755,451 shares after deducting the number of shares held
by the Company’s A-share repurchase account as of the disclosure date of the profit distribution plan, the total
amount is expected to be approximately RMB347.6 million.

The above recommendation is subject to the approval of the 2023 annual general meeting of the Company.
It is expected that the above distribution will be distributed to eligible shareholders within two months upon
the convening of the shareholders’ general meeting. During the period from the disclosure date of the profit
distribution plan to the Company’s registration date for the implementation of the equity distribution, if there are
changes in the Company’s share capital due to the exercise of share incentives, listing of newly issued shares,
share repurchases, or other matters, the Company will adjust the total distribution amount in accordance with the
unchanged distribution ratio. In other words, the Company will maintain a cash dividend of RMB2.6 (tax included)
per 10 shares, adjusting the total amount of cash dividend distribution accordingly.

Information on the period of closure of register of members and the record date for determining entitiement to the
final dividend will be announced in due course.

Taxation

In accordance with the Enterprise Income Tax Law of the People’s Republic of China and its implementation
regulations which came into effect on 1 January 2008, the Company is obligated to withhold and pay enterprise
income tax at the rate of 10% on behalf of the non-resident enterprise shareholders whose names appear on the
register of members for H Shares of the Company when distributing the cash dividends or issuing bonus shares
by way of capitalisation from retained earnings. Any H shares of the Company which is not registered under the
name of an individual shareholder, including those registered under the name of HKSCC Nominees Limited, other
nominees, agents or trustees, or other organisations or groups, shall be deemed as shares held by non-resident
enterprise shareholders. Therefore, enterprise income tax shall be withheld from dividends payable to such
shareholders. If holders of H Shares intend to change their shareholding status, please enquire about the relevant
procedures with your agents or trustees. The Company will strictly comply with the law or the requirements of the
relevant government authority to withhold and pay enterprise income tax on behalf of the relevant shareholders
based on the register of members for H Shares of the Company as at the record date. If the individual holders
of H Shares are residents of Hong Kong, Macau or countries which had an agreed tax rate of 10% for cash
dividends or bonus shares by way of capitalisation form retained earnings with China under the relevant tax
agreement, the Company should withhold and pay individual income tax on behalf of the relevant shareholders at
a rate of 10%. Should the individual holders of H Shares are residents of countries that had an agreed tax rate of
less than 10% with China under relevant tax agreement, the Company shall withhold and pay individual income
tax on behalf of the relevant shareholders at a rate of 10%. In that case, if the relevant individual holders of H
Shares wish to reclaim the extra amount withheld, the Company would apply for the relevant agreed preferential
tax treatment provided that the relevant shareholders submit the evidence required by the notice of the tax
agreement to the share register of the Company. The Company will assist with the tax refund after the approval
of the competent tax authority. Should the individual holders of H Shares are residents of countries that had an
agreed tax rate of over 10% but less than 20% with China under the tax agreement, the Company shall withhold
and pay the individual income tax at the agreed actual rate in accordance with the relevant tax agreements. In the
case that the individual holders of H Shares are residents of countries that had an agreed tax rate of 20% with
China, or which had not entered into any tax agreement with China, or otherwise, the Company shall withhold
and pay the individual income tax at a rate of 20%.
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Pursuant to the Notice on the Tax Policies Related to the Pilot Program of the Shanghai-Hong Kong Stock
Connect ((FARNBEREM 5 5 B H B REHI S E A BB R@A) ) (Cai Shui [2014] No. 81) and
Notice on the Tax Policies Related to the Pilot Program of the Shenzhen-Hong Kong Stock Connect {(B87
RBRETISR 5 B BB S BB BB SR A)B A1) ) (Cai Shui [2016] No.127). For dividend income
received by mainland investors from investing in H Shares of the Company through Shanghai-Hong Kong Stock
Connection and Shenzhen-Hong Kong Stock Connection, the Company shall withhold income tax at a rate of
20% for individual investors and securities investment funds, while the Company will not withhold income tax
on dividend income for enterprise investors, and the tax payable shall be declared and paid by the enterprises
themselves. With regard to dividend income received by Hong Kong market Investors (Including both enterprises
and individuals) from investing in A Shares of the Company through Shenzhen-Hong Kong Stock Connection,
the Company will withhold income tax at the rate of 10%, and file tax withholding returns with the competent tax
authority. Where there is any tax resident of a foreign country out of the investors and the rate of income tax on
dividends is less than 10%, as provided for in the tax treaty between the country and the PRC, the enterprise or
individual may personally, or entrust a withholding agent to, file an application for the tax treatment under the tax
treaty with the competent tax authority of the Company. Upon review, the competent tax authority will refund tax
based on the difference between the amount of tax has been collected and the amount of tax payable calculated
at the tax rate as set out in the tax treaty.

3 FINANCIAL SUMMARY

A summary of the Company’s results, assets and liabilities for the last five financial years is set out in the section
headed “Summary of Financial Information” of this annual report. This summary does not form part of the audited
consolidated financial statements.

4 PROPERTY, PLANT AND EQUIPMENT

Details of changes in property, plant and equipment of the Company during the Reporting Period are set out in
Note 15 to the Financial Statements.

5 SHARE CAPITAL

Details of changes in share capital of the Company during the Reporting Period are set out in Note 35 to the
Financial Statements of this annual report.

6 EQUITY-LINKED AGREEMENTS

Save as disclosed in this annual report, during the Reporting Period, the Company did not enter into any equity-
linked agreement.
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RESERVES

Details of changes in the reserves of the Company during the Reporting Period are set out in Note 45 to the
Financial Statements of this annual report. As of the end of the Reporting Period, the reserves of the Company
available for distribution to shareholders amounted to approximately RMB1,406.8 million.

BORROWINGS

Details of the borrowings of the Company during the Reporting Period are set out in Note 32 to the Financial
Statements.

MATERIAL EVENTS AFTER THE END OF THE REPORTING PERIOD

On 26 January 2024, the Board considered and approved the proposal in relation to the plan for the Proposed
Issuance of H Shares, pursuant to which, the Company will issue not more than 26,895,424 H Shares (stated
figure inclusive) at the H Share Issue Price to target subscribers including Ruide Venture and its designated
wholly-owned overseas subsidiaries and other qualified investors who are independent third parties in compliance
with the requirements of applicable laws and regulations and the Hong Kong Stock Exchange. Assuming that the
new H Shares are issued at the Proposed Issue Price, the gross proceeds to be raised from the Proposed Issuance
of H Shares will be no more than HK$220,273,523 (stated figure inclusive), which will be used to support the
Company’s business development, replenish the Company’s working capital and repay the Company’s debts
when they fall due, after deduction of expenses relating to the issuance. At the same date, the Company entered
into the H Share Subscription Agreement with Ruide Venture. Pursuant to the terms and subject to the conditions
set out in the H Share Subscription Agreement, the Company has agreed to allot and issue to the Controlling
Shareholder Subscriber (namely Ruide Venture and its designated wholly-owned overseas subsidiaries), and
Ruide Venture has agreed to subscribe for not more than 20,171,568 H Shares (stated figure inclusive) of the
Company at the H Share Issue Price in cash by itself or by its designated wholly-owned overseas subsidiaries. For
details, please refer to the H Share announcement of the Company dated 26 January 2024. The aforesaid matters
are subject to the approval of the shareholders in shareholders’ general meeting and further announcement will
be made by the Company in compliance with the Listing Rules.

On 28 March 2024, the Board considered and approved a final cash dividend of RMB2.60 (tax included) per
10 shares for the year 2023 to shareholders, which is estimated to be a total of RMB347.6 million, which is still
subject to the approval of the shareholders at the forthcoming annual general meeting.

CHARITABLE DONATIONS

During the Reporting Period, the Company’s charitable donations amounted to RMBO0.68 million.

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

On 25 October 2022, considering that 4 participants receiving the Type | Restricted Shares under the Company’s
Restricted Share Incentive Plan resigned, the Company held the seventeenth meeting of the third session of the
Board and the fifteenth meeting of the third session of the Supervisory Committee, respectively, which considered
and approved the Proposal on the Repurchase and Cancellation of the Restricted Stocks Granted, but not yet
Released, to Certain Participants under the 2020 Restricted Share Incentive Plan (B 72 [B] i 5+ §52020 55 BR Hi| 14 A%
FEEET B R BN R B R & R R FR IR B PR B AR AR 2)). Accordingly, the Company repurchased
and cancelled a total of 14,016 Class | restricted A Shares granted to 4 participants but subject to lock up
restrictions (the repurchase price per share was RMB13.1375 and the total repurchase fund was RMB184,135.2).
For details, please see the H Share overseas regulatory announcement of the Company dated 25 October 2022.
The above repurchase and cancellation were completed on 21 June 2023. For details, please refer the H Share
overseas regulatory announcement of the Company dated 22 June 2023.

On 25 October 2023, considering that 7 participants receiving the initial grant under the Company’s Restricted
Share Incentive Plan have resigned, the Company considered and approved the Proposal on the Repurchase
and Cancellation of the Restricted Stocks Granted, but not yet Released, to Certain Participants under the 2020
Restricted Share Incentive Plan (B8R B8 7 $52020 4 IR I 14 BE 28 Eh 51 21 500 BB 1 % B IR B 15 R BR IR R
EMRHIMEIZERZZ)) at the 22nd meeting of the third session of the Board and the 19th meeting of the third
session of the Supervisory Committee. Accordingly, the Company repurchased and cancelled 94,772 Class |
restricted A Shares granted to 7 participants but subject to lock up restrictions (the repurchase price per share
was RMB8.0484 and the total repurchase fund was RMB762,762.9648). As at the end of the Reporting Period,
the Company has not completed the cancellation of the aforesaid Shares. For details, please refer to the H Share
overseas regulatory announcement of the Company dated 25 October 2023.

On 30 October 2023, to protect the interests of investors, enhance investors’ confidence, and improve the long-
term incentive mechanism to drive the Company’s long-term development, after considering the Company’s
operational situation, financial condition, and development strategy, the Company convened the Twenty-
third Meeting of the Third Session of the Board of Directors and the Twentieth Meeting of the Third Session
of the Supervisory Committee of the Company to consider and approve the “Proposal for the Repurchase of
the Company’s Shares”({EER (B R AR 775 BIFEE) ). As at 22 December 2023, the Company had
repurchased a cumulative total of 8,015,784 A shares of the Company by way of centralized bidding and
trading during the period from 21 December to 22 December 2023, which accounted for approximately 0.60%
of the total issued share capital of the Company. The highest trading price of the repurchased shares was
RMB20.55 per share and the lowest trading price was RMB19.22 per share, with a total transaction amount
of RMB159,983,171.22 (excluding transaction fees), the Company’s share repurchase programme has been
completed on 22 December 2023. For details, please refer to the H Share overseas regulatory announcement of
the Company dated 22 December 2023.

Save for the above, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities during the Reporting Period.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of Association or the laws of the PRC, which
would oblige the Company to offer new shares on a pro-rata basis to its existing shareholders.
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DIRECTORS

As at the date of this annual report the Board of our Company was comprised of Mr. Cai Baogui 333k &) and
Mr. Lyu Feng (= %) as executive Directors; Mr. Hu Zhibin (]87578), Mr. Li Xinnong (2T &), Mr. Liang Minhui (2
) and Mr. Li Xiaoguang (Z=B2¢) as non-executive Directors; and Mr. Xu Feng (&/&), Mr. Zhu Yuhua (K E2E)
and Ms. Cao Ying (&#8) as independent non-executive Directors.

During the Reporting Period, the changes of Directors, Supervisors and senior management of the Company are as
follows:

(1)

Mr. Li Fei resigned as a non-executive Director of the Company due to work changes with effect from 17
March 2028.

Mr. Su Quan resigned as Supervisor and Chairman of the Supervisory Committee of the Company due
to work adjustments with effect from 24 March 2023; Mr. Su Quan was appointed as the deputy general
manager of the Company with effect from 30 March 2023.

Mr. Liang Qilu was elected as an employee Supervisor of the third session of the Supervisory Committee
of the Company with effect from 24 March 2023.

Ms. Sun Yixia was elected as the chairlady of the third session of the Supervisory Committee of the
Company with effect from 30 March 2023.

Mr. Liang Minhui and Mr. Li Xiaoguang were appointed as non-executive Directors of the Company with
effect from 21 June 2023.

Mr. Zhu Yuhua was appointed as independent non-executive Director of the Company with effect from 21
June 2023; Mr. Zhu Yuhua was appointed as the chairman of the Remuneration and Appraisal Committee,
a member of the Audit Committee and a member of the Strategy Committee of the Company on 5 July
2023.

Ms. Cao Ying was appointed as independent non-executive Director of the Company with effect from 21
June 2023. She was appointed as a member of the Nomination Committee and the chairman of the Audit
Committee of the Company on 5 July 2023.

Mr. You Jianxin retired as an independent non-executive Director, a member of the Audit Committee, a
member of the Strategy Committee and the chairman of the Remuneration and Appraisal Committee of
the Company with effect from 21 June 2023 due to expiry of his term of office.

Mr. Yuan Taifang retired as an independent non-executive Director, chairman of the Audit Committee and
member of the Nomination Committee of the Company with effect from 21 June 2023 upon expiry of his
term of office.

Mr. Hu Zhibin, Mr. Li Xinnong, Mr. Li Xiaoguang were appointed as members of the Strategy Committee of
the Company on 24 August 2023.

The Company established the ESG Committee on 25 October 2023. On the same day, Mr. Cai Baogui
was appointed as the chairman of the ESG Committee, and Ms. Cao Ying, Mr. Yu Han, Mr. Yi Pengpeng
and Mr. Su Quan were appointed as members of the ESG Committee. \ .
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Save as disclosed in this annual report, there was no change in the information of Directors, Supervisors and chief
executives during the Reporting Period that is required to be disclosed in this report pursuant to Rules 13.51B(1)
to 13.51B(2) of the Listing Rules. For details of the changes in Directors and Supervisors and the biography of the
newly appointed Directors and Supervisors, please refer to the relevant H Share announcements of the Company
dated 17 March 2023, 24 March 2023, 30 March 2023, 22 June 2023 and 5 July 2023.

SUPERVISORS

As at the date of this annual report, the Supervisors were Ms. Sun Yixia, Mr. Li Hua and Mr. Liang Qilu.

BIOGRAPHICAL DETAILS OF DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

Biographical details of Directors, Supervisors and senior management of the Company as at the date of this
annual report are set out in the section headed “Profile of Directors, Supervisors and Senior Management” of this
annual report.

SERVICE CONTRACTS OF DIRECTORS AND SUPERVISORS

Each of the Directors has entered into a service contract with the Company. The main particulars of these service
contracts comprise, among other things, (a) a term of service of three years from the date of their appointments
approved by the shareholders, and (b) termination provisions in accordance with their respective duties.

Each of the independent non-executive Directors has entered into a service contract with the Company, pursuant
to which they have agreed to serve as independent non-executive Directors for a term of three years. Each of
the Supervisors has entered into a contract with the Company in respect of compliance with the relevant laws,
regulations, the Articles of Association and relevant provisions applicable to arbitration in the PRC. The term of
such contracts is three years commencing from the date when their respective appointments are approved.

Save as disclosed above, none of the Directors or Supervisors has a service contract with the Company which is
not terminable within one year without payment of compensation, excluding statutory compensation.

CONTRACTS WITH DIRECTORS, SUPERVISORS AND CONTROLLING
SHAREHOLDERS

Save as disclosed in this annual report, during the Reporting Period, there was no other contracts of significance
between the Company or any of its subsidiaries and the controlling shareholders of the Company or any of its
subsidiaries and there was no any contract of significance for the provision of services to the Company or any of
its subsidiaries by the controlling shareholder of the Company or any of its subsidiaries.

REMUNERATION OF DIRECTORS, SUPERVISORS AND THE FIVE HIGHEST PAID
INDIVIDUALS

During the Reporting Period, details of the remuneration of the Directors and Supervisor and the five highest paid
individuals of the Company are set out in Notes 6 and 7 to the Consolidated Financial Statements of this annual
report, respectively.
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DIRECTORS’ AND SUPERVISORS’ INTERESTS IN COMPETING BUSINESS

During the Reporting Period, none of the Directors and the Supervisors or their respective close associates (as
defined in the Listing Rules) had any interest in a business that competed or might compete, either directly or
indirectly, with the business of the Company.

NON-COMPETITION AGREEMENT

To avoid any potential competition between the business of the controlling shareholders and the Company, on
20 June 2019, each of the ultimate controlling shareholders, Mr. Cai Baogui, Mr. Hu Zhibin and Mr. Li Xinnong
(acting in concert with each other) entered into a non-competition agreement in favor of the Company (the “Non-
competition Agreement”), pursuant to which each of the controlling shareholders irrevocably undertakes to the
Company that (1) he will not take advantage of his position as a controlling shareholder and de facto controller of
the Company to prejudice the interests of the Company or other shareholders; (2) he or any entity controlled by
him has not and will not, in any ways (including but not limited to sole proprietorship, joint venture or ownership
of shares and other interests in another company through investment, acquisition or merger), directly or indirectly,
engaged or engage in any business or activities that compete or may compete with any business or activities of
the Company within or outside the PRC; (3) if he or any entity controlled by him has any business opportunity to
engage in, participate in, or own shares in any business that may compete with the business of the Company,
he or such entity controlled by him will offer the business opportunity to the Company; (4) if the future business
engaged in by him or any entity controlled by him directly or indirectly competes with or may compete with the
Company and if the Company proposes an objection against such business, he or such entity controlled by
him shall transfer or terminate such competing business in a timely manner, or transfer all of his shares in the
abovementioned business to an independent third party and provide the Company with the pre-emptive right, so as
to ensure fairness and reasonableness and safeguard the interests of the Company and other shareholders; and (5)
he will strictly abide by the abovementioned undertakings. In the event of any violation, they will immediately stop
such violation and agree to compensate for the losses so caused. For details of the Non-competition Agreement,
see the section headed “Relationship with Controlling Shareholders — Non-competition Agreement” in the
Prospectus.

The controlling shareholders have undertaken that they complied with the Non-competition Agreement during the
Reporting Period. The independent non-executive Directors have conducted the review of the aforementioned
compliance and also reviewed the relevant undertakings and are satisfied that the Non-competition Agreement
has been fully complied with during the period.

INDEMNITY OF DIRECTORS AND SUPERVISORS

At no time during the Reporting Period was there any permitted indemnity provision previously existing or being
in force for the benefit of any of the Directors or Supervisors (whether made by the Company or otherwise) or
any associated companies (if made by the Company). The Company has arranged appropriate liability insurance
coverage for the Directors, Supervisors and officers.

MANAGEMENT CONTRACTS

No contracts concemning the management or administration of the whole or any substantial part of the business
of the Company were entered into or in existence during the Reporting Period.
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LOAN AND GUARANTEE

Details of the Company’s interest-bearing bank and other borrowings during the Reporting Period are set out in
Note 32 to the Financial Statement. During the Reporting Period, the Company did not make any loan or provide
any guarantee for any loan, directly or indirectly, to the Company’s Directors, Supervisors, senior management,
the controlling shareholders or their respective connected persons.

SHARE INCENTIVE PLAN

The Company adopted the Restricted Share Incentive Plan on 26 August 2020. Summary of the principal terms
of the Restricted Share Incentive Plan is as follows:

U]

e

Purpose

The purpose of the Restricted Share Incentive Plan is to establish and improve the Company’s long-
term incentive mechanism, attract and retain outstanding personnel, to motivate senior management and
core technical and business personnel of the Company, to effectively combine together the interest of
our Company and the Shareholders and the core team of the Company and to promote the long-term
development of the Company.

Incentive participants, maximum entitlement

As of the date of this annual report, eligible participants of the Restricted Share Incentive Plan include 222
grantees (including Type | Restricted Shares and Type Il Restricted Shares) in total who are eligible to the
restricted shares, including the Directors, core management personnel and core technical and business
personnel of the Company, but excluding independent non-executive Directors and Supervisors.

The total number of shares available for grant under the Restricted Share Incentive Plan is
183,203,200 A Shares. Due to the Company’s capitalization issue in 2023 and the implementation
of the Restricted Share Incentive Plan, the total number of shares available for grant under the Plan
increased from 13,203,200 A Shares to 21,125,120 A Shares. This represented approximately
1.57% of the total share capital of the Company as at the date of this annual report and
approximately 1.85% of the total issued A Shares of the Company as at the date of this annual report.

The number of A Shares to be issued to a grantee upon exercise of his or her share options under the
Restricted Share Incentive Plan at any time must not exceed 1% of the Company’s total issued A Shares,
and number of A Shares and maximum awards which may be granted to a grantee (including exercised,
cancelled and unexercised restricted shares) within any 12-month period shall not exceed 0.1% of the
Company’s total issued A Shares.
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The grant price and basis of determination, adjustment of grant price and fair value of restricted
shares

Grant price

The initial grant price of each of the Type | Restricted Shares and Type Il Restricted Shares is RMB21.62
per share. The grantees are entitled to purchase additional restricted shares issued by the Company to
grantees at the price of RMB21.62 per share upon the satisfaction of the granting conditions or vesting
conditions.

Basis of determination

The grant price of the Restricted Share Incentive Plan must not be lower than the nominal value of the
share, and must not be lower than the higher of:

(1) Standard 1, the average trading price of the company’s shares on the trading day immediately
before the announcement of the draft Restricted Share Incentive Plan;

2 Standard 2, one of the average trading price of the company’s underlying shares for 20, 60 or 120
trading days preceding the date of the announcement of the draft Restricted Share Incentive Plan.

Adjustment of grant price

The repurchase price of the restricted shares (including Type | Restricted Shares and Type Il Restricted
Shares) shall be the granting price, subject to the adjustment as follows upon the occurrence of the
relevant circumstances below:

(@) conversion of capital reserves into share capital, dividends distribution or share splits: P=P,+(1+n)
(b) share allotment: P=Px(P;+P,xn)=[Px(1+n)]

(©) reduction in share capital: P=P,+n

(d) dividends distribution: P=P,-V

P, is the granting price of the restricted shares; P is the repurchase price after adjustment; n is the number
of the newly issued shares after the relevant conversion of shares, dividends distribution, share spilits,
share allotment or reduction in share capital; P, is the closing price of our shares on the Registration Date;
P, is the share allotment price; V is the amount of distributed dividends per share.

Since the Company declared cash dividends of RMBO0.2 per share and transferred share premium into
share capital with six new shares issued for every ten existing shares in May 2021, the grant price in 2021
was then adjusted to RMB13.3875 per share. In June 2022, the Company declared cash dividends of
RMBO0.25 per share, the grant price in 2022 was then adjusted to RMB13.1375 per share. In June 2023,
the Company declared a cash dividend of RMBO0.26 per share, and the Company issued Capitalization
Shares on the basis of 6 Capitalization Shares for every 10 Shares out of share premium based on the
Company’s total share capital as at 3 July 2023, the grant price in 2023 was then adjusted to RMB8.0484
per share.
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Fair value of restricted shares

See Note 36 to the Financial Statements for the fair value of restricted shares under the Restricted Share
Incentive Plan and its determination basis.

Lock-up period and unlocking arrangement (Type | Restricted Shares)

The Type | Restricted Shares are subject to different lock-up periods, starting from 22 September 2020,
being the registration date of the restricted shares under the first grant (the “Registration Date”), which
shall be 12 months, 24 months, and 36 months. The Type | Restricted Shares shall not be transferred,
pledged or used to repay debts during the lock-up period.

The initially granted Type | Restricted Shares shall be unlocked and available for disposal during the
following period conditional upon the satisfaction of exercising conditions:

(1) the first unlocking period: as to 40% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 12-month anniversary of the Registration Date
to the last trading day before the 24-month anniversary of the Registration Date;

2) the second unlocking period: as to 30% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 24-month anniversary of the Registration Date
to the last trading day before the 36-month anniversary of the Registration Date; and

3) the third unlocking period: as to 30% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 36-month anniversary of the Registration Date
to the last trading day before the 48-month anniversary of the Registration Date.

Vesting period and arrangement ¢ (Type Il Restricted Shares)
Initially granted Type Il Restricted Shares
The initially granted Type Il Restricted Shares shall be vested during the following period conditional upon

the satisfaction of exercising conditions:

(1) the first vesting period: as to 40% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 12-month anniversary of the Grant Date to the
last trading day before the 24-month anniversary of the Grant Date;

) the second vesting period: as to 30% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 24-month anniversary of the Grant Date to the
last trading day before the 36-month anniversary of the Grant Date; and

3) the third vesting period: as to 30% of the aggregate number of shares underlying the granted

restricted shares from the first trading day after the 36-month anniversary of the Grant Date to the
last trading day before the 48-month anniversary of the Grant Date.

Note:  Vesting period(s) shall have the same meaning as exercise period(s) under the Restricted Share Incentive Plan.
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Reserved Type Il Restricted Shares

If the reserved Type Il Restricted Shares are granted within the year of 2020, the reserved shares shall be
vested during the following period:

(1) the first vesting period: as to 40% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 12-month anniversary of the Reserved Grant
Date to the last trading day before the 24-month anniversary of the Reserved Grant Date;

) the second vesting period: as to 30% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 24-month anniversary of the Reserved Grant
Date to the last trading day before the 36-month anniversary of the Reserved Grant Date; and

3) the third vesting period: as to 30% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 36-month anniversary of the Reserved Grant
Date to the last trading day before the 48-month anniversary of the Reserved Grant Date.

If the reserved Type Il Restricted Shares are granted in the year of 2021, the reserved ones shall be vested
during the following period:

(1) the first vesting period: as to 60% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 12-month anniversary of the Reserved Grant
Date to the last trading day before the 24-month anniversary of the Reserved Grant Date; and

2 the second vesting period: as to 40% of the aggregate number of shares underlying the granted
restricted shares from the first trading day after the 24-month anniversary of the Reserved Grant
Date to the last trading day before the 36-month anniversary of the Reserved Grant Date.

Terms

The Type | Restricted Shares under the Restricted Share Incentive Plan are valid for a maximum of 48
months from the date of completion of registration of the grant of restricted shares to the date of release
of all restricted shares or cancellation of repurchase; the Type Il Restricted Shares are valid for a maximum
of 48 months from the date of grant of restricted shares to the date of full vesting or lapsing.

The following table sets out the remaining valid period of the Type | Restricted Shares and Type |l
Restricted Shares under the Company’s Restricted Share Incentive Plan.

Registration Date/

Grant Date Remaining Valid Period
Type | Restricted Shares 22 September 2020 For the date of this report to
21 September 2024
Initially Granted Type Il Restricted 26 August 2020 For the date of this report to
Shares in 2020 25 August 2024
Reserved Type Il Restricted Shares 29 October 2020 For the date of this report to
granted in 2020 28 October 2024
Remaining Reserved Type Il Restricted 26 August 2021 For the date of this report to
Shares granted in 2021 ] 25 August 2024
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Name
of the grantees

Restricted shares held and exercised by grantees during the Reporting Period

The details of restricted shares held and exercised by the grantees of the Type | Restricted Shares during
the Reporting Period are shown in the following table:

Position

Number of restricted shares

Held and
locked at the
beginning

of the
Reporting
Period

Converted
and locked
during the

Reporting

Period

during the

Unlocked Granted
during the
Reporting

Period

Reporting
Period

Cancelled
during the
Reporting

Period

Held and
locked at
the end
of the
Reporting
Period

Unlocking
period
(Note 2)

Grant date

Unit: Shares

Grant price
of the
restricted
shares
(RMB/share)

Cai Baogui

Hu Zhibin
Lyu Feng

Huang Changyuan

Meo Huayun

Xie Hui

YuHan

Qther 205 grantees
(Note 4)

Chaiman, Executive Director
and General Manager

Non-execttive Director

Vice Chairman,
Executive Director and
Vice General Manager

Vice General Manager

Vice General Manager

Chief Financial Officer

Vice General Manager

192,000

288,000
38,400

38,400
38,400
19200
86,400

115200

172,800
23,040

23,040
23,040
11520
51,840

307,200 -

460,800 -
61,440 -

61440 -
61440 -
30,720 -
138,240 -

Four years

Four years
Four years

Four years
Four years
Four years
Four years

26 August 2020

26 August 2020
26 August 2020

26 August 2020
26 August 2020
26 August 2020
26 August 2020

Note 1

Note 1
Note 1

Note
Note
Note
Note

523,488 305,683 720,383 - 14016

(Note 3)

94772 Fouryears 26 August2020  Note

Total

1,224,288 126,163 1,841,663 - 14,016 94,112 - - -

According to the Restricted Share Incentive Plan, the grant price of the Type | Restricted Shares was RMB21.62
per share and would be adjusted if the Company declared cash or share dividends. Since the Company declared
cash dividends of RMBO0.2 per share and transferred share premium into share capital with six new shares issued
for every ten existing shares in May 2021, the grant price of the Type | Restricted Shares in 2021 was then adjusted
to RMB13.3875 per share. In June 2022, the Company declared cash dividends of RMBO0.25 per share, the grant
price of the Type | Restricted Shares in 2022 was then adjusted to RMB13.1375 per share. In July 2023, the
Company declared a cash dividend of RMBO0.26 per share and issued 6 new shares for every 10 existing shares from
capitalization of capital reserves to all Shareholders. The grant price of Type | Restricted Shares in 2022 was then
adjusted to RMB8.0484 per share.

For details of the unlocking period, please refer to “(4) Lock-up period and unlocking arrangement (Type | Restricted
Shares)” in this section.

During the Reporting Period, considering that 4 participants receiving the initial grant under the Restricted Share
Incentive Plan resigned in 2021 before the expiry of the lock-up period, the Company repurchased and cancelled a
total of 14,016 Class | restricted A Shares granted to 4 participants but subject to lock up restrictions (the repurchase
price per share was RMB13.1375 and the total repurchase fund was RMB184,135.20).

As at the end of the Reporting Period, out of the other 205 grantees, 11 are former employees.
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The details of restricted shares held and exercised by the grantees of the Type Il Restricted Shares during
the Reporting Period are shown in the following table:

Unit: Shares
Number of restricted shares
Adjusted to
the number
unvested due
to the 2023
Unvested Capitalization Canbe
at the Granted Issue vested Vested Lapsed  Unvested at
beginmingof ~ duringthe ~ duringthe  duringthe  duringthe  duringthe the end of
Name the Reporting Reporting Reporting Reporting Reporting Reporting the Reporting
of the grantees Position Period Period Period Period Period Period Period  Exercise price
Lyu Feng Vice Chairman, Executive 528,000 - 145152 673,152 264,000 22,080 387,072 Note 1
Director and Vice
General Manager
Huang Changyuan ~ Vice General Manager 307,200 - 92,160 399,360 - 153,600 245,760 Note 1
Mao Huayun Vice General Manager 307,200 - 92,160 399,360 153,600 - 245,760 Note 1
Xie Hui Chief Financial Officer 230,400 - 69,120 299,520 115,200 - 184,320 Note 1
Yu Han Vice General Manager 307,200 - 92,160 399,360 153,600 - 245,760 Note 1
LuMing Secretary of the Board, 307,200 - 92,160 399,360 153,600 - 245,760 Note 1
deputy general manager
YiPengpeng Deputty general manager 307,200 - 92,160 399,360 80,000 73,600 245,760 Note 1
Other 205 grantees  Core employees 1,871,168 - 978,701 2,849,868 2,456,384 239,884 153,600 Note 1
(Note 3)
Total - 4,165,568 - 1,653,773 5,819,340 3,376,384 489,164 1,953,792 -
Note:
(1) According to the Restricted Share Incentive Plan, the grant price of the Type Il Restricted Shares was RMB21.62

per share, and would be adjusted if the Company declared cash or share dividends. Since the Company declared

cash dividends of RMBO0.2 per share and transferred share premium into share capital with six new shares issued

for every ten existing shares in May 2021, the grant price of the Type Il Restricted Shares in 2021 was then adjusted
to RMB13.3875 per share. In June 2022, the Company declared cash dividends of RMBO0.25 per share, the grant
price of the Type Il Restricted Shares in 2022 was then adjusted to RMB13.1375 per share. In July 2023, the
Company declared a cash dividend of RMBO0.26 per share and issued 6 new shares for every 10 existing shares from

capitalization of capital reserves to all Shareholders. The grant price of Type | Restricted Shares in 2022 was then
adjusted to RMB8.0484 per share.

2) For details of the corresponding vesting period for Type Il Restricted Shares, see “(5) Vesting period and arrangement

(Type Il Restricted Shares)” in this section.

) As at the end of the Reporting Period, out of 208 grantees, 7 are former employees.
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The Type | Restricted Shares under Restricted Incentive Share Plan were granted to grantees on 26
August 2020 and registration was completed on 22 September 2020. The initial grant of Type Il Restricted
Shares for 2020 was completed to grantees on 26 August 2020, the reserved portion of the grant for
2020 was completed to grantees on 29 October 2020 and the remaining reserved portion of the grant for
2021 was completed to grantees on 26 August 2021. Accordingly, there was no grant of restricted shares
during the Reporting Period. There were no restricted shares outstanding at the beginning and end of the
Reporting Period.

(8) Accounting policies, accounting treatments and financial impacts

The specific accounting policies for the Restricted Share Incentive Plan are set forth in Note 2.4 to the
Consolidated Financial Statements.

RIGHTS TO PURCHASE SHARES OR DEBENTURES

Save as disclosed in this annual report, at no time during the Reporting Period was the Company, or its holding
company, a party to any arrangement to enable the Directors of the Company to acquire benefits by means of the
acquisition of shares in, or debt securities of the Company or any other corporation.

MAJOR CUSTOMERS AND SUPPLIERS

During the Reporting Period, the Company’s largest customer accounted for approximately 13.75% of
the Company’s total revenue. The total revenue from the Company’s five largest customers accounted for
approximately 46.54% of the Company’s revenue.

During the Reporting Period, the Company’s largest supplier accounted for approximately 48.26% of the
Company’s total amount of procurement. The Company’s five largest suppliers accounted for approximately
81.81% of the Company’s total amount of procurement.

During the Reporting Period, none of the Directors or any of their close associates or any shareholders (who, to
the best knowledge of the Directors, owns more than 5% of the Company’s issued share capital) has any equity
interest in the Company’s five largest customers or the Company’s five largest suppliers.

EMPLOYEE AND REMUNERATION POLICY

The Group had total 5,461 employees as at the end of the Reporting Period. The employment contracts signed
by the Group with its employees cover matters such as position, term of employment, wage, employee benefits
and liabilities for breach and grounds for termination.

Remuneration of the Group’s employees, including executive Directors, includes basic salaries, allowances,

bonuses and other employee benefits, and is determined based on their experience, qualifications and general
market conditions.

il
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RETIREMENT BENEFITS

The employees of the Company are members of the state-managed retirement benefits scheme operated by the
PRC government. The employees of the Company are required to contribute a certain percentage of their payroll
to the retirement benefits scheme to fund the benefits. The only obligation of the Company with respect to this
retirement benefits scheme is to make the required contributions under the scheme. For details of the Group’s
employee pension schemes, please refer to the pension schemes in the accounting policies in the notes to the
consolidated financial statements. Contributions to the defined contribution plan by the Group for its employees
are fully and immediately vested when the contributions are made and may not be reduced by contributions
forfeited by employees who leave the schemes prior to vesting fully in the contributions.

RELATED PARTY TRANSACTIONS

Details of related party transactions in the normal course of business are set out in Note 41 to the Financial
Statements. Save as disclosed above, none of these related party transactions constitutes connected
transactions or continuing connected transactions as defined under the Listing Rules, and the Company has
complied with the disclosure requirements under Chapter 14A of the Listing Rules and disclosed the transactions
in this annual report.

CONTINUING CONNECTED TRANSACTIONS

There was no continuing connected transaction for the Company during the Reporting Period.

SUFFICIENCY OF PUBLIC FLOAT

According to the information that is publicly available to the Company and within the knowledge of the Board, as
at the date of this annual report, the Company has maintained the public float as required under the Listing Rules.

AUDITORS

There has been no change in auditors since the Listing Date. The consolidated financial statements of the
Company for the Reporting Period contained in this annual report was audited by the Ernst & Young. Ernst &
Young and Ernst & Young Hua Ming LLP, as the Company’s international auditor and PRC auditor, respectively
will be re-appointed at the 2023 annual general meeting.

The remuneration for the audit services of Ernst & Young and Ernst & Young Hua Ming LLP for the year ended
31 December 2023 was RMB4.75 million. In addition, Ernst & Young (China) Advisory Limited provided transfer
pricing services and other consulting services to the Company for a remuneration of RMB0.55 million in
aggregate.

COMPLIANCE WITH LAWS AND REGULATIONS

During the Reporting Period, the Company is in compliance with applicable laws and regulations in material
respects.
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MATERIAL LEGAL, LITIGATION AND ARBITRATION

As at the end of the Reporting Period, the Company was not involved in any material litigation or arbitration, and
the Directors of the Company were not aware of any material litigation or claims that were pending or threatened
against the Company.

ENVIRONMENTAL POLICY AND PERFORMANCE

For details of the Group’s environmental performance, please refer to the “2023 Environmental, Social and
Governance Report” published by the Company.

RISK FACTORS

U]

2

Risks relating to price fluctuations of rare earth raw materials

Rare earth is the main raw materials for NdFeB magnetic steel production. China is an important supplier
of rare earth raw materials in the world. Sharp fluctuations in the prices of rare earth raw materials will
bring an adverse effect on the production and sales of the Company within a short period. Especially when
entering 2023, the price of rare earth raw materials fluctuated significantly, which brought challenges to
the Company’s growth of revenue and profit, and there is a risk of great fluctuations in the future.

The Company has built production factories in Ganzhou, Jiangxi Province, the main production area
for heavy rare earth and Baotou, Inner Mongolia, the main production area of light rare earths. The
Company has established a long-term strategic cooperation relationship with main rare earth raw material
suppliers including China Northern Rare Earth Group Co., Ltd. and China Rare Earth Group Co., Ltd..
Meanwhile, the Company adjusted timely to more cautious rare earth raw material procurement and
inventory strategies according to rare earth price movement trend and orders on hand, established a price
adjustment mechanism with main customers, optimized formulas, improved the process, and taken other
measures to reduce the adverse effect of rare earth raw material price fluctuations on the Company’s
operating results.

Policy risks

The high-performance NdFeB PMs produced by the Company are mainly used in the fields of new
energy, energy conservation and environmental protection, such as new energy vehicles and automotive
parts, energy-saving VFACs, wind power generation, 3C, robotics and industrial servo motors, energy-
saving elevators and rail transit, etc. Although the abovementioned fields are the key sectors encouraged
by the state, they are deeply impacted by national policies. If the downstream demand is not as strong
as expected due to the discontinuity of the country’s incentive policies, the Company’s future operating
results may be adversely impacted.

Countermeasures: We will actively pay close attention to the issuance of or adjustments to industry

policies by related national functional departments, and actively explore corresponding measures to
respond to related policy risks based on our characteristics and on the premise of legal compliance.

il
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4

Risks relating to overseas sales

The Company has steadily developed overseas markets and its overseas business gradually increased.
It may face risks such as changes in international geopolitical, economic, trade, and financial conditions
as well as changes in regulatory policies and the additional tariffs. Meanwhile, The Company settles its
sales revenue with overseas customers mainly in foreign currencies. In recent years, as affected by the
global economic situation, the exchange rate between RMB an USD, RMB and EUR is more volatile.
The Company avoided the impacts of exchange rate fluctuation mainly through methods such as foreign
exchange forward exchange settlement (YME = HAZEIE) . However, significant fluctuations in foreign
exchange rates not only affect the Company’s revenue of sales denominated in foreign currencies, but
also affect the Company’s exchange gains and losses.

Countermeasures: The Company will pay close attention to changes in the global political, economic,
trade and financial markets, keep abreast of relevant national regulatory policies and policies on tariffs and
exchange rates for analysis and judgment, and maintain close communication with clients. In particular,
the Company selects appropriate exchange rate management tools for active management of exchange
rate risks. When the spot rate is higher than forward rate, the Company avoids foreign exchange rate
risk mainly though timely settlement of foreign exchange. When the fluctuation of foreign exchange rates
becomes more significant and the spot rate is lower than forward rate, the Company prudently adopts
methods such as hedging to reduce the foreign exchange risk.

Risks relating to large amounts of trade receivables and their recovery

The goods payment settlement cycle for the Company’s downstream customers is relatively long. As
the sales of the Company continue to expand, its scale of trade receivable increases accordingly. The
Company’s poor collection of trade receivables or the failure of customers to make timely payments under
contracts will affect the Company’s capital turnover speed and cash flows from operating activities, thus
causing an adverse impact on the Company’s production, operation and performance.

Countermeasures: The management of the Company has always attached great importance to the
management of trade receivables. The Company has conducted a reasonable evaluation on customers
and granted appropriate credit periods according to customer evaluation results to ensure the safety of
trade receivables from the source. It has also identified the persons accountable for sales results and
payment collection targets and regarded the completion of sales and payment collection tasks as an
important indicator for routine performance assessment. The Company regularly conducts aging analysis
and timely arranges the payment collection, so that the risk of trade receivables is controlled within a
controllable range. Currently, the Company’s overall collection of trade receivables is in good condition,
with a low probability of bad debts losses. It has prudently made provisions for bad debts in accordance
with the principle of prudence.
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USE OF NET PROCEEDS FROM THE INITIAL PUBLIC OFFERING (IPO)

The H Shares of the Company were listed on the Stock Exchange on 14 January 2022. The Company’s net
proceeds from the global offering amounted to approximately HK$4,032.1 million (adjusted for the actual issue
expenses).

According to the needs of the Group’s business development, as reviewed and approved by the Board of
Directors of the Company at its meeting held on 11 July 2022 and the first extraordinary general meeting of 2022
held on 24 August 2022, the Company has decided to change part of the proceeds originally earmarked for
the “Construction of Ningbo Production Base” to “Baotou Production Base Phase Il Project and Baotou’s daily
working capital” and to change part of the proceeds originally earmarked for “Research and Development” to
“Working capital and general corporate purposes” and to change part of the proceeds originally earmarked for
“Research and Development” to “Working capital and general corporate purposes”. At the same time, part of
the proceeds originally earmarked for “research and development” was changed to “working capital and general
corporate purposes”.

As reviewed and approved by the Board of Directors of the Company, the Company decided to change part
of the proceeds originally earmarked for “potential acquisitions” to “Project for Comprehensive Utilization of
Waste NdFeB Magnet in Mexico”. In accordance with the Company’s development strategy and in light of the
actual changes in the market, such as the increase in demand for magnetic components, the Company has
made corresponding adjustments to its investment and construction projects in Mexico. The original “Project for
Comprehensive Utilization of Waste NdFeB Magnet in Mexico” has been changed to “Mexico New Production
Line Project with 1 million units/sets of Magnetic Components per year” (the “Mexico Magnetic Components
Project”), given that the Company has changed the original “Project for Comprehensive Utilization of Waste
NdFeB Magnet in Mexico” to “Mexico Magnetic Components Project”. The Board of Directors resolved on 25
October 2023 to make a simultaneous adjustment to the motion passed on 24 August 2023 to change the use
of proceeds, which was considered and approved at the first extraordinary general meeting of 2023 held on 23
November 2023.

For further details of the aforesaid changes, please refer to the H Share announcements of the Company dated

11 July 2022, 24 August 2023 and 25 October 2023 and the H Share circulars of the Company dated 8 August
2022 and 3 November 2023.
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The use of net proceeds, the use of unutilized net proceeds and the expected timeline for the use of the remaining
unutilized net proceeds as at the end of the Reporting Period are as follows:

Amount Unutilized net Expected

utilized as at proceeds as at timeline for

Percentage the end of the the end of the the use of

Net proceeds of net  Reporting Period  Reporting Period the unutilized

No. Use of proceeds (HK$ million) proceeds (%) (HK$ million) (HKS$ million) net proceeds

1 Construction of Ningbo 806.4 20.0% 806.4 0.0 N/A

production base

2 Potential acquisitions 604.9 15.0% 307.2 297.7  Bythe end of 2024

3 Research and development 403.2 10.0% 232.9 170.3  Bytheend of 2024

4 Repayment of loans for the 403.2 10.0% 403.2 0.0 N/A

construction of Baotou
Production Base project
5 Baotou Production Base Project 604.8 15.0% 604.8 0.0 N/A
(Phase Il) and Baotou Company’s
daily operation capital
6 Mexico New Production Line 4032 10.0% 4032 0.0 N/A
Project with 1 million units/sets of
Magnetic Components per year
7 Working capital and general 806.4 20.0% 645.3 161.1  Bytheend of 2024
corporate purposes®
Subtotal 4,082.1 100.0% 3,403.0 629.1

Note 1: The difference between the net proceeds in the table and the data disclosed in the 2022 Annual Report of the Company was
due to the adjustments for the actual issue expenses;

Note 2: The amount used as of the end of the Reporting Period and the unutilised amount as of the end of the Reporting Period have
been translated using the exchange rate as at 29 December 2023;

Note 3: The expected timetable for the full utilization of the net unused proceeds from the plan for “working capital and general
corporate purposes” was deferred mainly due to a significant increase of net cash flow generated from operating activities of
the Company in the 2023 with a sufficient working capital.

Note 4: On 24 August 2023, the Company has resolved to terminate the aforesaid transactions since conditions precedent under the

Transactions as agreed are not yet fulfilled in the course of Xinyang Yen Equity Transfer and Suzhou Yuange Equity Transfer,
together with the occurrence of changes in the market environment; after research, the Company has not identified any specific
acquisition target at this stage so that the expected timetable for the full utilization of the net unused proceeds from the plan for
“Potential Acquisitions” will be deferred accordingly.
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To all the shareholders,

In 2023, in accordance with the Articles of Association and relevant domestic and overseas regulations, the Supervisory
Committee of the Company and all its Supervisors strictly performed their supervisory duties, actively participated in the
supervision of the decision-making process, carefully reviewed and effectively regulated major decisions of the Company,
and endeavored to safeguard the interests of the shareholders and the Company.

During the Reporting Period, the Supervisory Committee convened five meetings in total, at which, among others,
Proposals on the Annual Report, the Financial Report, the Internal Control Evaluation Report, the Report on the Work
of the Supervisory Committee and equity incentives were considered and approved. The members of the Supervisory
Committee attended the Board meetings and general meetings of shareholders regarding discussion on material
decision-making of the Company’s operation and supervised on the financial and operational positions of the Company.

Through supervision and regulation on the production, operation and financial management of the Company, the
Supervisory Committee and all the Supervisors believed that, the Company had resolutely implemented the decisions
and arrangements made by the Board, focused on production and operation targets; the production operation of
the Company was generally stable throughout the year, with operating results better than expected. The Supervisory
Committee had no objection to the matters of supervision during the Reporting Period.

Firstly, the Board of Directors and senior management of the Company performed their duties under laws and
regulations. The Board of Directors earnestly fulfilled the rights and obligations conferred by relevant domestic and
overseas regulatory requirements and the Articles of Association and made scientific decisions on the material events of
the Company in accordance with laws and regulations. The management carefully implemented resolutions of the Board,
strengthened lean management, and optimized industrial structure, striving to reach the annual production and operation
targets set by the Board of Directors. During the Reporting Period, no Directors or senior management of the Company
were found to violate laws, regulations, and the Articles of Association or damage the interests of the Company or
shareholders.

Secondly, the 2023 Annual Report and Financial Reports, among others, prepared by the Company conform to the
requirements of domestic and overseas securities regulatory authorities and relevant systems. The information disclosed
therein is true, accurate and complete, which objectively and fairly presents the operating results and financial condition
of the Company. The dividend distribution scheme takes into account both the long-term benefits of the Company and
shareholders’ benefits. No violation of confidentiality provisions in the persons who were responsible for financial report
preparation and review has been found.

Thirdly, the internal control system of the Company is sound and effective, with no material defect found.
In 2024, the Supervisory Committee of the Company and all its Supervisors will continue to adhere to the principle of
diligence and integrity, earnestly fuffill the supervisory duties conferred by shareholders, strictly review major decisions,

strengthen procedure control and process supervision, increase the efforts to supervise the affiliated branches
(subsidiaries), and endeavor to safeguard the interests of the Company and shareholders.
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BASIC INFORMATION OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Overview

As at the date of this annual report, our Board consists of nine Directors, including two executive Directors, four
non-executive Directors and three independent non-executive Directors. The Board is responsible, and has
general authority for, the management and operation of our Company.

As at the date of this annual report, our Supervisory Committee consists of three Supervisors, including
the Chairman of the Supervisory Committee, an employee representative Supervisor, and a non-employee
representative Supervisor.

Our senior management is responsible for the daily operations of our Company.

Board

As at the date of this annual report, our Board consists of nine Directors, including two executive Directors,
four non-executive Directors and three independent non-executive Directors. The following table sets forth key
information about the Directors.

Date of
Date of joining appointment
Name Age Position our Group as Director Roles and responsibilities
Mr. Cai Baogui 53 Chairman, executive August 2008 August 2008 Responsible for overall planning and strategic
EHE) Director and general development, management and business
manager operations of the Group
Mr. Lyu Feng 56 Vice chairman, executive August 2008 April 2016 Responsible for participating in the
(2) Director and deputy decision-making of material matters of the
general manager Company and responsible for the supply
chain management of the Company
Mr. Hu Zhibin 52 Non-executive Director August 2008 August 2008 Responsible for participating in the decision-making
() of material matters of the Company
Mr.Li Xinnong 55 Non-executive Director August 2008 August 2008 Responsible for participating in the decision-making
Eng) of material matters of the Company
Liang Minhui 51 Non-executive Director June 2023 June 2023 Responsible for participating in the decision-making
(2508) of material matters of the Company
Li Xiaoguang 49 Non-executive Director June 2023 June 2023 Responsible for participating in the decision-making
(FEk) of material matters of the Company
Zhu Yuhua 60 Independent June 2023 June 2023 Responsible for supervising and providing
(REE) non-executive Director independent advice on the operation and
management of the Company
Cao Ying 50 Independent June 2023 June 2023 Responsible for supervising and providing
&5 non-executive Director independent advice on the operation and
management of the Company
Xu Feng 51 Independent July 2021 July 2021 Responsible for supervising and providing
(RE) non-executive Director independent advice on the operation and

management of the Company
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Chairman and Executive Director

Mr. Cai Baogui (23 %), aged 53, is one of our founders and the Chairman, executive Director and general
manager of our Company. After being appointed as the chairman and the general manager of the Company in
August 2008, Mr. Cai was subsequently re-designated as an executive Director in July 2021, and is primarily
responsible for the overall planning and strategic development, management and business operations of the
Group.

Mr. Cai has been an executive partner of Ganzhou Xinsheng Investment Management Center (Limited Partnership)
EMREEEEES L (BRAER)) since December 2020, a director of Ganzhou Xiexin Chaoneng Magnetic
Co., Ltd. EEINHEBELZEBR A7) since June 2019, a director of China Permanent Magnet New Energy
Group Co., Ltd. (P BlKFZFTLREE AR A 7)) since December 2011. He served as the chairman of A-TECH
Electronics Technology (Xinyu) Co., Ltd. (J1EEFEHE (35%) AR A7) from August 2006 to December 2023.
Mr. Cai served as the production manager and secretary to the factory operation committee of Dongguan Deyuan
Plastic Products Co., Ltd. (RZ=ERBBEHARAF]) from 1994 to 2002. From 1993 to 1994, he was a
lecturer at Nanchang University (1 & A£3).

Mr. Cai graduated from Nanchang University with a bachelor’s degree in fine chemical engineering in July 1993.
Mr. Cai graduated from Tsinghua University with a master’s degree in EMBA in January 2022.

Executive Director

Mr. Lyu Feng (= #), aged 56, is the vice Chairman, executive Director and the deputy general manager of
the Company. After being appointed as a Director of the Company in April 2016, Mr. Lyu was subsequently re-
designated as an executive Director in July 2021, and is primarily responsible for participating in the decision-
making of material matters and supply chain management of the Company.

Since August 2008, Mr. Lyu has been an assistant general manager and the deputy general manager of
the Company successively. Since August 2020, he has been a director of JL Baotou Technology, primarily
responsible for supervising its daily business operations and management. From 1997 to 2008, he was the
deputy general manager of a Hunan Xiangjia Medical Equipment Co., Ltd. (R {EEE A2 AR A 7). From
July 1995 to August 1997, he was the deputy general manager of Foshan Huatong Medical Material Products
Co., Ltd. (L ZEBERMEIERER 2R A). From September 1991 to September 1993, he was the heat
treatment technician of Zhengzhou Aircraft Equipment Co., Ltd. (B8N R E A AR E T2 7)) (formally known as
Zhengzhou Aviation Equipment Factory (51 fif, 22 1 &5 5% 5 80)).

Mr. Lyu graduated from Beijing University of Aeronautics and Astronautics with a bachelor’s degree in
metallic materials and heat treatment in July 1991, and subsequently obtained a master’s degree in business
administration from Jiangxi University of Science and Technology in January 2016.

Non-executive Directors

Mr. Hu Zhibin (#878), aged 52, is one of our founders and a non-executive Director of our Company. After
being appointed as a Director of the Company in August 2008, Mr. Hu was subsequently re-designated as a non-
executive Director in July 2021, and is primarily responsible for participating in the decision-making of material
matters of the Company.
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Mr. Hu has been the chairman and general manager of Shenzhen Ruizhou Industrial Co., Ltd. (FIITEmME %
&0 BBR 2 7)) since March 2019, an executive director of Zhongrui Menghao (Ningbo) Investment Management
Co., Ltd. ((PE B (ZR) 1B EIR B R AF)) since December 2018, the chairman of Zhongrui Runhe (Ningbo)
Investment Management Co., Ltd. (FmEF () 1B ELBR A F) since November 2016. He has been
appointed as a director of Lanxi (Ningbo) Assets Management Co., Ltd. (B (ZK) ILEESEIE AR A F) since
June 2016, an executive director and the general manager of Zhongrui Intelligence International Holding Co.,
Ltd. (IR ERRIE AR A7) since September 2014, a director of China Permanent Magnet New Energy
Group Co., Ltd. ((FBxf L R EE AR A R)) since December 2011, chairman of Shenzhen Guoke Ruicheng
Technology Co., Ltd. (ZINTEIRIRKEHEBBR A 7)) since 2011, a director of A-TECH Electronics Technology
(Xinyu) Co., Ltd. (I1BE-FEHZ (F17R) BBR A R]) from August 2006 to December 2023, the chairman of the board
of directors of Rachee (Hongkong) Limited (¥wmf% (&%) BFR A Al) since April 2004, and an executive director and
the general manager of Shenzhen Rachee Science & Technique Industrial Co., Ltd. (&YIIF iR B E AR A R)
since November 2001. From June 1996 to February 2005, he served as the general manager of Shenzhen Ocean
Power Chemical Technology Co., Ltd. (&)1t TEHE A R A F]). From July 1994 to May 1996, he worked as
an assistant engineer at Shengli Qilfield (B F//5f M).

Mr. Hu graduated from Nanchang University with a bachelor’s degree in fine chemical engineering in July 1994,
and subsequently obtained a master’s degree in finance from the University of International Business and
Economics in June 2004.

Mr. Li Xinnong (ZE4T#), aged 55, is one of our founders and a non-executive Director of our Company. After
being appointed as a Director of the Company in September 2008, Mr. Li was subsequently re-designated as
a non-executive Director in July 2021, and is primarily responsible for participating in the decision-making of
material matters of the Company.

Mr. Li has been the chairman of the board of directors of Xinyu Boxun Automobile Co., Ltd. (i@ 585 E
/2 a)) since October 2017. He has been a director of Jiangxi Jiufa Zhuanyongche Co., Ltd. (TR E R EAR
A 7)) since July 2014. He has been an executive director and the general manager of Hunan Boxun Investment
Holding Group Co., Ltd. (#mE:RK &R EEGR A A)) since November 2013. He has been a director of
China Permanent Magnet New Energy Group Co., Ltd. ({f BIk a2 R B A R A 7)) since December 2011,
He served as a director of A-TECH Electronics Technology (Xinyu) Co., Ltd. (1B E F&H (Fra) AR A R) from
August 2006 to December 2023. He served as a deputy chief engineer of Vitop Bioenergy (China) Co., Ltd. (K&
£ (FE) AR A F)) from August 1995 to January 1998.

Mr. Li obtained a master’s degree in engineering from Beijing University of Aeronautics and Astronautics in March
1995.

Mr. Liang Minhui (R &), aged 51. He has served as teacher of the Economics and Law Department, teacher
of Business Administration Department, and director of the Employment Guidance Center for Graduates of
Students’ Work Office of Gannan Normal University, chief economist, member of party committee, and deputy
director of State-owned Assets Supervision and Administration Commission of Ganzhou City, Jiangxi Province,
since October 2021, he has been deputy secretary of the party committee and general manager of Ganzhou
Development Investment Holding Group Co., Ltd.

Mr. Liang Minhui graduated from Jiangxi University of Finance and Economics with a master’'s degree in
management in June 2005.
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Mr. Li Xiaoguang (Z# ), aged 49. From 1994 to 1999, he was manager of the Information Department of the
Chang’an Road Business Department of Shaanxi Securities, from 1999 to 2000, he served as manager of the
Investment Banking Department of CITIC Securities Xi’an Business Department, from 2000 to 2014, he served
as assistant to the general manager of Western Securities Chang’an Central Road and general manager of the
Marketing Department of Western Securities, from 2014 to 2018, he served as deputy manager of the Securities
Department of Shaanxi Coal Industry Co., Ltd. (a company listed on Shanghai Stock Exchange, stock code:
601225), since December 2018, he has been manager of the Securities Department of Shaanxi Coal Industry
Co., Ltd. He served as the secretary of the Board of Shaanxi Coal Industry Co., Ltd since October 2023; and the
Director of Shaanxi Coal Industry Co., Ltd since November 2023.

Mr. Li Xiaoguang graduated from Shannxi Institute of Finance & Economics (B878 81 4¥ E2F%) with a bachelor’s
degree in accounting.

Independent Non-executive Directors

Mr. Zhu Yuhua (% E %), aged 62. He was appointed as an independent non-executive director of the Company
in June 2023 and primarily responsible for supervising and providing independent advice on the operation and
management of the Company.

From 1988 to 2022, he has worked in the China Nonferrous Metals Techno-Economic Research Institute (&%
B4 7EbR). He has served as deputy director and director, assistant to the president and vice president
of the Standards Center. He is currently chief member of the National Non-ferrous Metals Standardization
Technical Committee (2EA &% BIZE/FMTZ B ), member of the National Expert Advisory Committee
on New Material Industry Development (BIRFTMRIEXE B R EXRAMNEZEE), and member of the China
Standardization Expert Committee (F BIiZ2E(L EZRZE S ). Mr. Zhu Yuhua has served as an independent
director of Yonz Technology Co., Ltd. (KEZEEHEZRR D 2 F]) since October 2021, an independent director of
Jiangsu Jiuwu High-Tech Company Limited (L&A & = EHER D BRAH]) (a company listed on Shenzhen
Stock Exchange, stock code: 300631) since June 2022, an independent director of Jiangxi Special Electric Motor
Co., Ltd. (ILAEEEMIMD AR A F]) (a company listed on Shenzhen Stock Exchange, stock code: 002176)
since June 2022.

Mr. Zhu Yuhua graduated from Central South University with a master’s degree in non-ferrous metallurgy.

Ms. Cao Ying (&%), aged 51, a registered accountant in the PRC. She was appointed as an independent
non-executive director of the Company in June 2023 and primarily responsible for supervising and providing
independent advice on the operation and management of the Company.

From 1996 to 1999, she served as auditor of Deloitte & Touche LLP (Beijing), from 2000 to 2001, as accounting
director of Hawaiian Power Beijing Representative Office, from 2007 to 2014, as assistant professor of the School
of Accountancy of the Chinese University of Hong Kong, and since 2014, as associate professor of the School of
Accountancy of the Chinese University of Hong Kong.

Ms. Cao Ying obtained a doctor degree in accountancy from the Texas A&M University, United States of America.
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Mr. Xu Feng (&), aged 51, was appointed as an independent non-executive Director of the Company in July
2021, primarily responsible for supervising and providing independent advice on the operations and management
of the Company.

Mr. Xu has been the chairman of Xuzhou Hengsheng Zhigu Technology Development Co., Ltd. (&N 1BE%E
AEHEER AR A F]) since June 2020. Since March 2017, he has served as an executive director of Jiangxi
Hengke Dongfang Science and Technology Park Operation Co., Ltd. (LFaERI 5 5 Bl EE 4 AR A 7). Since
September 2013, he has been an executive director of Ganzhou Hengke Dongfang Industrial Co., Ltd. (/1|18
R ITEEERAR]). Since March 2011, Mr. Xu has served as the chairman of Jiujiang Hengsheng Technology
Development Co., Ltd. (JUTEEEHZIZEERAREFE Q). From 2007 to 2011, he served as the chairman of
Jivjiang Xinchangjiang Real Estate Co., Ltd. (JLIm#TRIIEFBR 2 F]). From 2000 to 2007, he served as the
general manager of an advertising company.

Mr. Xu graduated from Jiujiang College in July 1995. He graduated from Tsinghua University with an EMBA
degree in January 2012 and later graduated from the University of Minnesota in the United States with a doctor’s
degree in business administration in August 2020.

Supervisory Committee

The Supervisory Committee of the Company consists of three members. The following table sets forth key
information about the Supervisors of the Company:

Date of
Date of joining appointment
Name Age Position our Group as Supervisor Function and responsibility
Sun Yixia (& 2) 49 Chairman of the Supervisory ~ October 2009 June 2013 Responsible for the overall
Committee operation of the Supervisory

Committee and the supervision
of the Board, senior management
and the business operations of
the Group

Li Hua (2%) 50 Supervisor December 2020 April 2021 Responsible for the supervision of
the Board, senior management
and the business operations of
the Group

Liang Qilu (2 #842) 37 Employee Supervisor February 2010 March 2023 Responsible for the supervision of

the Board, senior management
and the business operations of
the Group
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Ms. Sun Yixia (&3 8), aged 49, was appointed as the chairman of the Supervisory Committee of the Company
in March 2023, primarily responsible for the overall operation of the Supervisory Committee and the supervision
of the Board, the senior management and the business operations of the Group. Since October 2009, Ms. Sun
has served successively as the director and the manager of the human resources department, responsible for the
human resources and administrative management of the Company as well as employee supervisor.

From July 2008 to October 2009, Ms. Sun served as the head of the human resources department of Ganzhou
City Development Investment Group (88135 T B 2545 & £ E)). From March 2007 to July 2008, she served as the
deputy manager of the administrative department of Jiangxi Yameida Science and Technology Limited Co., Ltd. (T
FoSEERHE AR A 7)), From May 1998 to March 2007, she served as the secretary to the general manager of
Ganzhou Chia Tai Industrial Co., Ltd. (B8N EXEZEHR A A)).

Ms. Sun completed her undergraduate program in human resources management through online courses from
Zhejiang University in July 2011.

Mr. Li Hua (%), aged 50, was appointed as a supervisor of the Company in April 2021, primarily responsible
for the supervision of the Board, senior management and the business operation of the Group. Mr. Li has served
as an audit manager of the Company since December 2020, primarily responsible for reviewing the Company’s
business and management, assets and capital utilization.

From July 2018 to October 2019, Mr. Li was the deputy general manager of the audit and supervision center of
Zhefu Holding Group Co., Ltd. (#7= 1Rz & Bl iz {5 B BR 2 7). From August 1996 to August 2009, he successively
served as the accountant, auditor and audit manager of Jiangling Motors Corporation Co., Ltd. (I$4;58E1D B
FR A A)) and Jiangling Holding Co., Ltd. (T 845 % B R A 7).

Mr. Li graduated from Jiangxi University of Finance and Economics and obtained a bachelor’'s degree in
accounting in July 1996.

Mr. Liang Qilu (R#*%), aged 37, born in 1987, with a high-school diploma. He was appointed as the
employee supervisor of the Company in March 2023 mainly responsible for the supervision of the Board, senior
management and the business operation of the Group.

In May 2015, he won the honorable title of National Model Worker. From 2007 to 2008, he worked at the
production department of Guangdong Changhong Electronics Co., Ltd. as an employee; from 2009 to 2010,
he acted as the production line leader of Division 2, the Manufacturing Department of Ganzhou Guangbao Lixin
Technology Co., Ltd. (E&M }E HERHE AR A A); from June 2010 to June 2015, he acted as the equipment
maintenance team leader of the pump room in the Equipment Division of the Company; from July 2017 to April
2021, he served as an employee supervisor of the Company; since June 2015, he successively served as the
Forming Section leader, Packaging Section leader, Power Equipment Section, the assistant section leader of the
packaging line, and the technician of Technical Department Three of the Company.
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Senior Management

The senior management of the Company is responsible for the daily management of our business. The following

table sets forth the key information about the senior management of our Company:

Date of
appointment
as a member
Date of joining of senior
Name Age Position our Group management Function and responsibility
Cai Baogui 53 Chairman, general August 2008  August 2008  Responsible for the overall
EWmE) manager planning, management and
business operations of the
Group
Lyu Feng 56 Deputy chairman, August 2008  June 2013 Responsible for the supply
(mi8) deputy general chain management of the
manager Company
Huang Changyuan 43 Deputy general August 2008  June 2013 Responsible for the marketing
(EET) manager of the Company
Mao Huayun 50 Deputy general August 2009  June 2013 Responsible for the
(EEE) manager production, research
and development of the
Company
Lu Ming 47 Deputy general September June 2013 Responsible for the
(FERA) manager and 2009 investment and financing,
secretary to the strategic planning and
Board capital operation of the
Company
Yu Han 43 Deputy general June 2011 April 2013 Responsible for the marketing
(F=) manager of the Company
Xie Hui 45 Chief Financial July 2013 July 2013 Responsible for the financial
(7 HE) Officer management of the
Company
Yi Pengpeng 41 Deputy general March 2019 March 2020  Responsible for the technical
(B HEHE) manager research of the Company
and development and the
management of JL MAG
Ningbo Technology
(& 71oKHE (iR R AR
~al)
Su Quan 38 Deputy general November March 2023  Responsible for the human
(BFRHE) manager 2008 resources of the Company

and the management of Jinli
Permanent Magnet (Baotou)
Technology Co., Ltd.
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Mr. Cai Baogui (£83f &), is the Chairman and general manager of the Company. For his biographical details,
please refer to “Board — Chairman and Executive Director” in this section.

Mr. Lyu Feng (& ), is the deputy chairman, executive Director and deputy general manager of the Company.
For his biographical details, please refer to “Board — Executive Director” in this section.

Mr. Huang Changyuan (Ef Jt), aged 43, has successively served as the assistant general manager and

deputy general manager of the Company since August 2008, and is primarily responsible for the Group’s

marketing. From September 2003 to February 2006, he served as the deputy engineer of procurement of
EEE>

Dongguan Kanghua Hospital (R5eFE2EEPT), and from March 2006 to April 2008 he served as the manager of
the procurement contract department of Dongguan Renkang Hospital (2521 FEE8F%).

Mr. Huang graduated from the Beijing Institute of Technology with a bachelor’s degree in aircraft design and
engineering in July 2003, and subsequently obtained a master’s degree in business administration from Jiangxi
University of Science and Technology in June 2015.

Mr. Mao Huayun (EZE), aged 50, has successively served as the chief engineer and deputy general manager
of our Company since August 2009, and is primarily responsible for the production, research and development of
our Company.

From 2004 to July 2008, Mr. Mao served as the manager of high-tech research and development department of
Ningbo Yunsheng High-Tech Magnetics Co., Ltd. (28K 7 = EHEZ AR 2 8)). From December 2000 to 2004,
he served as an engineer of research and development of Ningbo Yunsheng High-Tech Magnetics Co., Ltd. From
July 1998 to December 2000, he was the heat treatment engineer of Ningbo Shuanglin Auto Component Co.,
Ltd. (BEREMTE IR B R 7).

Mr. Mao graduated from Xi'an University of Architecture and Technology with a bachelor’s degree in metal press
forming in July 1998.

Mr. Lu Ming (2 8H), aged 47, has successively served as the senior manager of the department of finance and
investment, the deputy general manager and the secretary to the Board of the Company since September 2009,
and was appointed as a joint company secretary of the Company in July 2021. He is primarily responsible for the
investment and financing, strategic planning and capital operations of the Company.

From September 1999 to December 2005, he served as the head of the secretary office of the board of directors
of Sinopec Beijing Yanshan Petrochemical Co. Ltd. (f A{bdb R LA ML TRAD B R A R)).

Mr. Lu graduated from Tianjing University with a bachelor’s degree in fine chemicals and management engineering
in July 1999, and subsequently obtained a master’s degree in business administration from Tsinghua University in
July 2006.
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Mr. Yu Han (Fj&), aged 43, has successively served as the assistant to deputy manager, deputy director,
special assistant to general manager and deputy general manager of the Company since June 2011, and is
primarily responsible for the marketing of the Company.

From March 2008 to March 2011, Mr. Yu was under the employment of Qingdao Hisense International Marketing
Co., Ltd. (B B8 =B & $8A R A 7). During such employment, on his secondment in its European branch from
June 2009 to March 2011, he served as the sales manager. From July 2003 to May 2005, he was the assistant of

¥ 52

the project manager of China Far East International Trading Corporation ({ Bl:= REIFR & 42N 7).
Mr. Yu obtained his master’s degree in marketing from the University of the West of England in February 2008.

Ms. Xie Hui (#&), aged 45, was appointed as the Chief Financial Officer of the Company in July 2013, and is
primarily responsible for the financial management of the Company.

Prior to joining the Group, Ms. Xie was the deputy chief financial officer of China Zhongwang Holdings Limited (F
Bl B AT ERR B PR A /) from July 2009 to December 2012. From August 2004 to June 2009, she was the audit
manager of PricewaterhouseCoopers Zhong Tian Certified Public Accountants. From August 2001 to July 2004,
she served as an associate audit manager of China Audit Asia Pacific CPA (F1 2525 K & 5HHF E75 7).

Ms. Xie graduated from Dongbei University of Finance and Economics with a bachelor’s degree in CPA
specialization in July 2001. Subsequently, she obtained a master’s degree in business administration from Tsinghua
University in July 2013, and was qualified as a Certified Public Accountant in China in 2008. She is currently a
non-practising member of The Chinese Institute of Certified Public Accountants.

Mr. Yi Pengpeng (3 B§), aged 41, has been successively served as the chief technology officer and deputy
general manager of the Company since March 2019, and is primarily responsible for the technical research and
development and the management of JL MAG Ningbo Technology.

From June 2011 to March 2019, Mr. Yi served as the chief engineer and deputy general manager of Ningbo
Songke Magnetic Materials Co., Ltd. (B & AEHEM B R A 7).

Mr. Yi obtained a doctorate in materials physics and chemistry from Ningbo Institute of Materials Technology and
Engineering, Chinese Academy of Sciences in July 2011.

Mr. Su Quan (8 #), age 38. Since November 2008, he has successively served as sales manager, assistant
general manager, supervisor and chairman of the Supervisory Committee of the Company. He currently acts as
the deputy general manager of the Company and is mainly responsible for human resources management and
management of Jinli Permanent Magnet (Baotou) Technology Co., Ltd.(& 717kH (£288) RHZ AR A 7).

Mr. Su Quan graduated from Beijing University for Business Administration with a diploma in business
administration in July 2007.
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Joint Company Secretaries
Mr. Lu Ming (ZE8)

Mr. Lu Ming was appointed as a joint company secretary of the Company on 2 July 2021. Mr. Lu is also the
deputy general manager and secretary to the Board of the Company. Please see “Senior Management” in this
section for details of the biography of Mr. Lu.

Ms. Zhang Xiao (3&#)

Ms. Zhang Xiao was appointed as a joint company secretary of the Company on 2 July 2021. Ms. Zhang is an
assistant vice president of SWCS Corporate Services Group (Hong Kong) Limited and has extensive experience
in the field of corporate secretarial services. She is an associate member of both the Hong Kong Chartered
Governance Institute and the Chartered Governance Institute.

2 CHANGES IN SHAREHOLDINGS OF DIRECTORS, SUPERVISORS AND OTHER
SENIOR MANAGEMENT

Number
of shares Number Number Number of
held at the of shares of shares shares held
Start date of End date of beginning increased reduced Other at the end
the term the term of the during the during the changes of the
Name Gender Age  Position Status  of office of office period (shares) period (shares) period (shares) (shares) period (shares)  Reason for changes
(ai Baogui Mde 53 Chaiman execufieDirector, ofice 24 June 2015 23 Apri 2024 640000 - - 384,000 1,024,000 The dhvidend distioution for
Qeneral manager 022
Hu Zhioin Mde 52 Non-executie Director ofice 24 June 2015 23 Apri 2024 960000 - - 576,000 1,536,000 The dhvidend distioution for
022
LiXinnong Mde 55 Non-erecutie Director hofice 24 June 2015 23 Apri 2024 - - - - - -
Liang Minfui Mae 51 Non-executive Director Inoffice 21 Jung 2023 23 Aprl 2024 - - - - - -
LiXaoguang Mee 49 Non-executive Director Mofice 21 June 2023 23 Aprl 2024 - - - - - -
LyuFeng Mae 56 Deputy chaiman Iofice 23 Aprl 2021 23 Aprl 2024 1,058,280 264,000 - 793368 2,115,648 The dhidend distribution for
Executve Director hofice 26 Aprl 2016 23 April 2024 2022 and implementation
Deputy general manager hofice 24 June 2015 23 Apri 2024 ofthe share incentive plan
ZhuYuhua Mde 62 Independentnon-erecutie  office 21 June 2023 23 Apri 2024 - - - - - -
director
XuFeng Mde 51 Independentnon-evecutie  Moffice 19 July 2021 23 Apri 2024 - - - - - -
director
(a0 Ying Femae 51 Independentnon-eecutie  office 21 June 2023 23 April 2024 - - - - - -
director
Sun Yida Femae 49 ChamanoftheSupenisor  Inofice  30Mach2023 23 Aprl 2024 - - - - - -
Commitee
Supenvisor hofice 24 June 2015 23 Apri 2024
LiHua Mde 50 Supenisor hofice 23 Aprl 2021 23 Apri 2024 - - - - - -
Liang Qi Mde &7 Employee Supenisor hofice  24March 2023 23 Apr 2024 - - - - - -
HuangChangyuan ~ Male 43 Deputy general manager ofice 24 June 2015 23 Apri 2024 840800 - - 504,480 1,346,280 The dhidend distioution for
022
i~
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Number
of shares Number Number Number of
held at the of shares of shares shares held
Start date of End date of beginning increased reduced Other  attheend
the term the term ofthe  duringthe  during the changes of the
Name Gender Age Position Status  of office of office period (shares) period (shares) period (shares) (shares) period (shares)  Reason for changes
Mao Huayun Mae 50 Deputy general manager Inoffice 24 Jung 2016 23 Aprl 2024 140,600 163,600 - 956,520 2,600,720 The lvidend distribution for
2022 and implementation
of share incentive plan
Lu Ming Mee 47 Depuygenerdmanager,  Inofice  24June 201 23 Apr 2024 834,880 163,600 - 593,088 15681,568  The cividend distioution for
secrefary of the Board 2022 and implementation
of share incentive plan
YuHan Mae 43 Deputy general manager Iofice 24 June 2015 23 Apri 2024 964,000 163,600 - 670,560 1,788,160 The dlvidend distioution for
2022 and implementation
of share incentive plan
Xe Hui Femae 45 ChiefFinancigl Officer ofice 24 June 2015 23 April 2024 688,780 115,200 - 482,388 1,286,368 The dhidend distioution for
2022 and mplementation
of share incentive plan
Yi Pengpeng Mae 41 Deputy general manager hofice ~ 20March2020 23 Aprl 204 179,200 80,000 - 16,520 414720 The dividend distioution for
2022 and implementation
of share incentive plan
Su Quan Mde 38 Depuy general manager hoffice  30March2028 23 Aprl 2024 - - - - - -
Chaiman of Supenvisary Resigned 24 June 2015 24 March 2023
Commitee
You Janin Mde 63 Fomerindependent Diector  Resigned 13 January 2017 21 June 2023 - - - - - -
Yuen Taflang Mee 56 FomerldependentDirector  Resigned 13 January 2017 21 June 2023 - - - - - -
Lifei Mee 48 FomnerDirector Resigned 23 Apri 2021 17 March 2023 - - - - - -
Totd - - - - - - 7,606,540 920000 - b5 13pMae4 -

Note: (  As of the end of the Reporting Period, in addition to 2,115,648 A Shares of the Company held directly by Mr. Lyu Feng,
as a general partner of Ganzhou Huirui Investment Management Center (Limited Partnership) (“Ganzhou Huirui”), he also
indirectly holds 2,168,862 A Shares of the Company through Ganzhou Huirui.

CONTRACTUAL INTERESTS OF DIRECTORS AND SUPERVISORS

As at 31 December 2023 or during any time of this year, none of the Directors or Supervisors entered into any
material contract to which the Company or any of its shareholding companies, any subsidiary or any fellow
subsidiary of the Company was a party to make such Director or Supervisor entitled to any material interest.

CONTRACTS WITH DIRECTORS AND SUPERVISORS

The Company has entered into service contracts with all Directors and Supervisors. None of the Directors or
Supervisors has or will have a service contract with the Company which is not terminable within one year without
payment of compensation, excluding statutory compensation.




Annual Report 2023 107

PROFILE OF DIRECTORS, SUPERVISORS AND
SENIOR MANAGEMENT (conTiNUED)

5 REMUNERATIONS OF DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

The following table sets out the remuneration of Directors, Supervisors and senior management during the
Reporting Period:
Unit: RMB ten thousand

Whether
receiving
Total pre-tax remunerations
remunerations from any
received from related party of
Name Age Gender  Position Status the Company the Company
Cai Baogui Male 53 Chairman, executive Director, In office 175.84 No
general manager
Hu Zhibin Male 52 Non-executive Director In office 15.00 Yes
Li Xinnong Male 55 Non-executive Director In office 15.00 Yes
Liang Minhui Male 51 Non-executive Director In office 0.00 Yes
Li Xiaoguang Male 49 Non-executive Director In office 0.00 Yes
LyuFeng Male 56 Deputy chairman, executive Director, I office 168.68 No
deputy general manager
Zhu Yuhua Male 62 Independent non-executive Director  In office 6.25 No
Xu Feng Male 51 Independent non-executive Director I office 15.00 Yes
Cao Ying Female 51 Independent non-executive Director I office 6.25 No
Sun Yixia Female 49 Chairman of Supervisory Committee  In office 3417 No
LiHua Male 50  Supervisor In office .97 No
Liang Qilu Male 37 Employee Supervisor In office 13.02 No
Huang Changyuan Male 43 Deputy general manager In office 142.49 No
Mao Huayun Male 50  Deputy general manager In office 165.36 No
Lu Ming Male 47 Deputy general manager, deputy In office 147.40 No
general manager
YuHan Male 43 Deputy general manager In office 147.40 No
Xie Hui Female 45 Chief Financial Officer In office 140.80 No
Yi Pengpeng Male 41 Deputy general manager In office 135.96 No
Su Quan Male 38 Deputy general manager In office 118.00 No
Chairman of Supervisory Committee  Resigned No
You Jianxin Male 63  Former independent Resigned 8.75 No
non-executive Director
Yuan Taifang Male 56 Former independent Resigned 8.75 No
non-executive Director
LiFei Male 48 Former non-executive Director Resigned 5.00 Yes
Total 1,492.09

The Company has formulated the Remuneration System for Directors, Supervisors and senior management
based on the “principles of responsibility, incentive, performance and competition”, continuously improved the
performance appraisal system for them. The Remuneration and Appraisal Committee of the Board determines the
remuneration standards for each Director, Supervisor, and senior management based on their job responsibilities,
job performance, and achievement of task objectives, reflecting the principle of equal responsibility and rights,
and maintaining the attractiveness of the company’s remuneration and competitiveness in the market.
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6 INFORMATION OF EMPLOYEES OF THE GROUP

As at 31 December 2023, the Group had 5,461 employees and there was no resigned or retired employee for
which the Company was liable to bear costs.

7 CHANGES IN THE CORE TECHNICAL TEAM OR KEY TECHNICAL PERSONNEL

During the Reporting Period, there was no significant change in the Company’s core technical team and key
technical personnel.

8 REMUNERATION POLICY

Based on the existing organizational structure and management model, in order to maximize the enthusiasm of
employees for work, the Company has formulated a complete remuneration system and performance assessment
system while ensuring objectiveness, justice, employee incentives, and interest protection. According to this
system, remunerations are paid to employees according to their duties and performance. The labor contract system
is adopted in the Company. Under the Labor Law of the People’s Republic of China, related laws, regulations
and normative documents, the Company will sign a Labor Contract and a Confidentiality Agreement with each
employee; pay salaries to employees, contribute pension insurance premiums, medical care insurance premiums,
work injury-related insurance premiums, unemployment insurance premiums, maternity insurance premiums, and
housing provident fund for employees, and pay and withhold individual income tax for them.

9 TRAINING

According to the requirements for systematic orientation and diversified on-the-job training, the Company offers
all-around training to employees at multiple levels, through multiple channels, in multiple fields and various forms,
including orientation for new employees, special business training for incumbent employees, professional technical
training, engineering change management, lean production management training, work safety and occupational
hygiene training, market development and skills development.
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Ernst & Young RKEEHRNE AT Tel EB5E: +852 2846 9888
27/F, One Taikoo Place BRI AFREBEITR Fax 8 E: +852 2868 4432
ﬁi}( 979 King’s Road Rigdh—E2718 ey.com

Quarry Bay, Hong Kong

Independent auditor’s report
To the shareholders of JL Mag Rare-Earth Co., Ltd.
(Established in the People’s Republic of China with limited liability)

OPINION

We have audited the consolidated financial statements of JL Mag Rare-Earth Co., Ltd. (the “Company”) and its
subsidiaries (the “Group”) set out on pages 115 to 196, which comprise the consolidated statement of financial position
as at 31 December 2023, and the consolidated statement of profit or loss, the consolidated statement of 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 material accounting policy information.

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 2023 and of its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with International Financial Reporting Standards (‘IFRSs”) issued by the International
Accounting Standards Board (“IASB”) and have been properly prepared in compliance with the disclosure requirements
of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing (“ISAs”) issued by the International
Auditing and Assurance Standards Board (the “IAASB”). Our responsibilities under those standards are further described
in the Auditor’s responsibilities for the audit of the consolidated financial statements section of our report. We are
independent of the Group in accordance with the International Code of Ethics for Professional Accountants (including
International Independence Standards) (the “IESBA Code”), and we have fulfilled our other ethical responsibilities in
accordance with the IESBA 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.
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KEY AUDIT MATTERS (CONTINUED)

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.

Key audit matter

How our audit addressed the key audit matter

Impairment of trade receivables

As at 31 December 2023, trade receivables of the
Group were RMB1,981 million, accounting for 16.75%
of the total assets. The impairment for trade receivables
was RMB24 million, accounting for 1.21% of the trade
receivables.

An impairment analysis was performed at the end of the
reporting period, using a provision matrix to measure
expected credit losses. The provision rates were initially
based on the Group’s historical observed default rates.
The Group calibrated the matrix to adjust the historical
credit loss experience with forward-looking information.

The Group is required to use significant accounting
estimates and judgements when determining the
historical loss rates and forward-looking information.
Therefore, we regard this matter as a key audit matter.

The Group’s accounting policies of impairment of trade
receivables are disclosed in note 2.4 and details of the
Group’s impairment of trade receivables are disclosed in
note 23 to the consolidated financial statements.

We have performed relevant audit procedures, including
but not limited to:

1) Evaluating the design, implementation, and
effectiveness of key internal controls over the
impairment of trade receivables;

2) Assessing the appropriateness of the Group’s
accounting policy over impairment;

3) Obtaining and reviewing the credit risk portfolio
which was categorised by credit risk characteristic
and testing the accuracy of the ageing of trade
receivables; reviewing the impairment matrix
model used by the management to estimate
impairment of trade receivables; reviewing the
calculation of expected credit loss rates, historical
loss rates and forward-looking adjustments of
trade receivables; analysing the rationality of the
expected credit loss rates, historical loss rates and
forward-looking adjustments of trade receivables,
and recalculating the expected credit losses;

4) Performing the confirmations procedure of trade
receivables on sampling basis and checking
subsequent settlements; and

5) Reviewing the completeness of the relevant
disclosures in the notes to the consolidated
financial statements.
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INDEPENDENT AUDITOR’S REPORT (conTiNuED)

KEY AUDIT MATTERS (CONTINUED)

Key audit matter (Continued)

How our audit addressed the key audit matter
(Continued)

Revenue recognition

During the year ended 31 December 2023, the
Group derived revenue mainly from the sales of high-
performance NdFeB permanent magnet materials. For
the year ended 31 December 2023, the Group generated
revenue on sale of NdFeB permanent magnet materials
amounted to RMB5,765 million.

Revenue from the sale of goods is recognised when
the control of goods (i.e., NdFeB permanent magnet
materials) is transferred to the customers.

As revenue is one of the Group’s key performance
indicators and the inherent risk of misstatement in
revenue recognition is high, we identified the recognition
of the Group’s revenue as a key audit matter.

The Group accounting policies are disclosed in note 2.4
and details of the Group’s revenue are disclosed in note
5 to the consolidated financial statements.

We have performed relevant audit procedures, including
but not limited to:

1) Evaluating the design, implementation, and
effectiveness of key internal controls over the
revenue recognition and disclosure;

2) Reviewing the sales agreement terms, invoices,
and documents supporting the control transfer
on sampling basis to evaluate the management’s
judgement as to the point in time whether control
of goods transfers to customers and whether the
amounts were appropriate;

3) Reviewing documents supporting the control
transfers and other evidence on sampling basis
before and after 31 December 2023 to evaluate
whether the revenue was recorded in the
appropriate accounting period;

4) Performing confirmation procedures for
transactions and balances and alternative
procedures for those without response;

5) Performing analytical review procedures on the
change of the revenue and gross profit margin of
the major products; and

6) Reviewing the adequacy and reasonableness
of corresponding disclosure in the financial
statements.
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INDEPENDENT AUDITOR’S REPORT (conTiNuED)

OTHER INFORMATION INCLUDED IN THE ANNUAL REPORT

The directors of the Company are responsible for the other information. The other information comprises the information
included in the Annual Report, other than 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 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 IFRSs issued by the IASB, 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.

The directors of the Company are assisted by the Audit Committee in discharging their responsibilities for overseeing the
Group’s financial reporting process.
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INDEPENDENT AUDITOR’S REPORT (conTiNuED)

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.
Our report is made solely to you, as a body, in accordance with our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or accept liability to any other person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs 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 ISAs, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

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

° Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

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

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

° Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities

within the Group to express an opinion on the consolidated financial statements. We are responsible for the
direction, supervision and performance of the group audit. We remain solely responsible for our audit opinion.
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INDEPENDENT AUDITOR’S REPORT (conTiNuED)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

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

We also provide the Audit Committee 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, actions taken to eliminate threats or safeguards applied.

From the matters communicated with the Audit Committee, 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 partner on the audit resulting in this independent auditor’s report is Ng Siu Ki Ricky.

Emst & Young

Certified Public Accountants
Hong Kong

28 March 2024
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

Year ended 31 December 2023

Year ended Year ended
31 December 31 December
2023 2022
Notes RMB’000 RMB’000
Revenue B 6,687,864 7,165,187
Cost of sales (5,612,943) (6,006,159)
Gross profit 1,074,921 1,159,028
Other income and gains 8 164,729 84,771
Selling and distribution expenses (35,081) (86,107)
Administrative expenses (184,271) (172,478)
Research and development expenses (353,884) (837,476)
Impairment losses on inventories (29,662) (10,279)
Impairment losses reversed/(recognised) on financial assets, net 5,786 (11,936)
Other expenses 9 (7,525) (21,947)
Finance costs 10 (51,482) (68,879)
Foreign exchange differences, net 33,038 183,286
Share of gains/(losses) of associates 386 (1,288)
PROFIT BEFORE TAX 11 616,955 766,695
Income tax expenses 12 (50,076) (62,110)
PROFIT FOR THE YEAR 566,879 704,585
Attributable to:
Owners of the parent 563,693 702,687
Non-controlling interests 3,186 1,898
566,879 704,585
EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT 13
Basic
— For profit for the year (RMB) 0.42 0.58
Diluted
— For profit for the year (RMB) 0.42 0.52
--'i
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CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

Year ended 31 December 2023

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
PROFIT FOR THE YEAR 566,879 704,585
Other comprehensive income that may be reclassified to
profit or loss in subsequent periods, net of tax:
Exchange differences on translation of foreign operations 384 (269)
Net other comprehensive income that may be reclassified to
profit or loss in subsequent periods 384 (269)
Other comprehensive income that will not be reclassified to
profit or loss in subsequent periods:
Equity investments designated at fair value through other
comprehensive income:
Changes in fair value (44) -
Net other comprehensive income that will not be reclassified to
profit or loss in subsequent periods (44) —
OTHER COMPREHENSIVE INCOME FOR THE YEAR, NET OF TAX 340 (269)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 567,219 704,316
Attributable to:
Owners of the parent 563,909 702,343
Non-controlling interests 3,310 1,973
567,219 704,316
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2023

31 December 31 December
2023 2022
Notes RMB’000 RMB’000
NON-CURRENT ASSETS
Property, plant and equipment 15 2,473,946 1,706,646
Right-of-use assets 16(a) 223,745 223,193
Other intangible assets 17 8,295 4,734
Investments in associates 18 6,501 5,136
Deferred tax assets 19 561 1,738
Equity investments designated at fair value through
other comprehensive income 20 13,262 13,306
Other non-current assets 21 263,381 138,739
TOTAL NON-CURRENT ASSETS 2,989,691 2,093,492
CURRENT ASSETS
Inventories 22 2,213,180 1,931,141
Trade receivables 23 1,980,548 2,192,191
Notes receivable at amortised cost 24 151,783 548,736
Notes receivable at fair value through other comprehensive
income (“FVOCI”) 24 212,489 97,088
Prepayments, other receivables and other assets 25 112,030 46,903
Financial assets at fair value through profit or loss 26 209,513 143,471
Restricted cash 27 729,031 729,863
Cash and cash equivalents 27 3,156,726 3,400,384
Other current assets 28 70,965 37,185
TOTAL CURRENT ASSETS 8,836,265 9,126,962
TOTAL ASSETS 11,825,956 11,220,454
CURRENT LIABILITIES
Trade and notes payables 29 2,909,590 2,603,486
Contract liabilities 30 287,707 23,895
Other payables and accruals 31 367,517 227,261
Interest-bearing bank and other borrowings 32 402,290 1,246,027
Lease liabilities 16(b) 6,064 4,143
Tax payables 10,329 3,264
Financial liabilities at fair value through profit or loss 33 - 3,219
TOTAL CURRENT LIABILITIES 3,983,497 4,111,295
NET CURRENT ASSETS 4,852,768 5,015,667
TOTAL ASSETS LESS CURRENT LIABILITIES 7,842,459 7,109,159
--'i




118 JL MAG RARE-EARTH CO., LTD.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION (conTinuen)

31 December 2023

31 December 31 December
2023 2022
Notes RMB’000 RMB’000
TOTAL ASSETS LESS CURRENT LIABILITIES 7,842,459 7,109,159
NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings 32 544,212 200,000
Lease liabilities 16(b) 9,054 7,069
Deferred income 34 201,899 82,700
Deferred tax liabilities 19 50,142 31,616
TOTAL NON-CURRENT LIABILITIES 805,307 321,385
NET ASSETS 7,037,152 6,787,774
EQUITY
Equity attributable to owners of the parent
Share capital 85 1,344,771 837,956
Reserves 37 5,676,713 5,946,894
7,021,484 6,784,850
Non-controlling interests 15,668 2,924
TOTAL EQUITY 7,037,152 6,787,774
Executive Dirgotor: Cai Baogui Chief Financial Officer: Xie Hui :
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2023
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (coninuep)

120 JL MAG RARE-EARTH CO., LTD.
Year ended 31 December 2023

‘Rlannoadsal ‘gg0g pue
£202 Jequisoe( |g 1e Se uoisod [elouBUl JO SJUSWYEIS PETEPIOSUOD 8U) Ul 000 68'9V6'GEINE PUB 000'E |2‘9/9'GEINY JO SOnIesal PAIBPIOSUOD BU} asldLIOD SIUNOJOE BAIBSaI 8Say L

*

11'181°9 126 0987829 96418} Gle's £98'10¢ 06565 egLslyy  (Eersol) 966°268 2202 Jequieoaq ¢ Iy
- - = (899'c9) = 899'€9 = = = - SWoId poUlEle) WOy JBISUel |
290'02 - 29002 = = = (c9s'g) 201's8 = Gog'l SeleyS pajolisey || adA] o 8sjlex
yoe'9) = yoE'9) = = = (v8v'2L) 87'cl yoE'9) = SeleUS pejousay | edk] jo Bulisen
| - | = = = (1) - i (6) Ue/d 8AUBOU
aJeyS B Japun penss| SaJeys Jo} Uolediqo eseyainday
19/0/ce - 19/0ce - - - - Gecsyl'e - 99r'cel SeJeys J0 anss|
(2e8'1) = (268'1) = = - - (2e8'1) = = 8jei00sse 8y Jo sabueyo Anbe Jau
(801'602) - (Bor'60c)  (801'602) - - - - - - PaJE|o3p SPUBPIN
(ezv'9) - ezr'9) - - - zr'9) - - - (61 pue g sajou)
Ue|d 8ARUSOUI BJeUS B 01 pelejal Suoealidwl Xe |
160'LC - 163'LC - - - 16012 - - - asusaxe Ue|d eusoul ieyS
918'10L 66t £78'20L 189201 (7€) = = = = = zeaf 8y Jo} 8Wwo0ou; BASUBYBIALI0D B0 L
(692) @) (7€) - (7we) - - - - - suoiresado ubisIo} Jo UONEISUBI UO Seoualayip 8bueydxq
21eaf 8U} Joj BWOdUI BNISUBYRIAWOD JeYl0
98570L 868"} 18920, 18920, - - - - - - Jeoh 8U} 10} 10Id
168'996'C 156 007696 89’198 619G G8l'gel 9I8'LI ekl (B10°86) 7.6'0}. 20z Arenuep | 1y
(ge ®100)
000.8INd 000.8INd 000.8INd 000.8INd 000.8INd 000.8INd 000.8INd 000.8INd 000.8INd 000.8INd
funbs SiselelUl [e10| Soud ,BMBS8! puny ,BMBsel niwsd ,S9Jeys [exced
[e10| Bujonuoo peuleley uoeniony NBSaY CIE] alRUg finseai| aleyg
-UON abueyoxg aIeug “Loild

1usled 8U} 0 SIBUMO O} IqRINGLUNY

220z Joquuede( LE pepus Jea



Annual Report 2023 121

CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2023

Year ended Year ended
31 December 31 December
2023 2022
Notes RMB’000 RMB’000
CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax: 616,955 766,695
Adjustments for:
Finance costs 10 51,482 68,879
Loss on disposal of non-current assets 8,9 2,081 212
Share of (gains)/losses of associates (386) 1,288
Fair value gains on Listed equity investment 8 (3,609) -
Fair value changes of forward exchange agreements 8,9 (3,220) 10,445
Realised (gains)/losses of wealth management products 8,9 (1,500) 9,308
Depreciation of property, plant and equipment 11 134,602 86,808
Depreciation of right-of-use assets 11 8,741 7,657
Amortisation of other intangible assets 11 643 669
Amortisation of non-current assets 11 3,018 17,231
Amortisation of a share incentive plan 11 6,714 27,297
Impairment of inventories 11 29,662 10,279
Impairment losses (reversed)/recognised of financial assets 11 (5,786) 11,936
Foreign exchange differences (3,752) (153,234)
835,645 865,470
Increase in inventories (311,701) (617,220)
Decrease/(increase) in trade receivables 31,942 (1,101,521)
Decrease/(increase) in notes receivable 285,562 (248,333)
Increase in prepayments, other receivables and other assets (65,587) (9,381)
(Increase)/decrease in other current assets (33,780) 28,363
Increase in trade and notes payables 306,104 1,685,825
Increase in other payables and accruals 114,313 349,003
Increase/(decrease) in contract liabilities 263,812 (5,699)
Increase/(decrease) in deferred income 119,199 (9,593)
Decrease/(increase) in restricted cash 832 (485,823)
Cash generated from operations 1,546,341 351,091
Income tax paid (28,575) (40,967)
Net cash flows from operating activities 1,517,766 310,124
--'i
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CONSOLIDATED STATEMENT OF CASH FLOWS (conTINUED)

Year ended 31 December 2023

Year ended Year ended
31 December 31 December
2023 2022
Notes RMB’000 RMB’000
Net cash flows from operating activities 1,517,766 310,124
CASH FLOWS FROM INVESTING ACTIVITIES
Payment for leasehold land - (31,869)
Purchases of items of property, plant and equipment (730,869) (549,806)
Proceeds from disposal of items of property, plant and equipment 2,836 536
Purchases of items of other long-term assets (73,992) -
Additions to other intangible assets (716) (795)
Investment in an associate (980) (5,727)
Purchases of wealth management products (138,326) (5695,345)
Proceeds from sale of wealth management products - 428,673
Net cash flows used in investing activities (942,047) (754,333)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of shares and contributions from
non-controlling interests 42,844 3,450,438
New bank loans 38 769,712 813,179
New other loans 38 6,207 -
Repayment of bank loans 38 (835,705) (1,228,009)
Settlement of letters of credit 38 (637,612) (230,449)
Increase in discounted commercial acceptance notes 38 82,206 -
Principal portion of lease payments 38 (4,203) (3,835)
Dividends paid 38 (218,163) (209,108)
Trade receivable factor 181,961 53,989
Repurchase of treasury shares (159,999) -
Expenses relating to initial public offering - (142,131)
Interest paid 38 (42,874) (68,182)
Net cash flows (used in)/from financing activities (815,626) 2,435,892
NET INCREASE IN CASH AND CASH EQUIVALENTS (239,907) 1,991,683
Cash and cash equivalents at beginning of year 3,400,384 1,255,467
Effect of foreign exchange rate changes, net (3,751) 153,234
CASH AND CASH EQUIVALENTS AT END OF YEAR 27 3,156,726 3,400,384
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NOTES TO FINANCIAL STATEMENTS

Year ended 31 December 2023

1. CORPORATE INFORMATION

The Company is a joint stock company with limited liability incorporated in the People’s Republic of China (the
“PRC”). With the approval of the China Securities Regulatory Commission, the Company completed its initial
public offering and was listed on the Shenzhen Stock Exchange (stock code: 300748.5Z) on 21 September 2018.
On 14 January 2022, the Company was listed on the Main Board of the Stock Exchange of Hong Kong Limited
(the “HKSE”) (stock code: 06680.HK). The registered office of the Company is located at 81 West Jinling Road,
Economic and Technological Development Zone, Ganzhou City, Jiangxi Province, PRC.

During the year, the Company and its subsidiaries were involved in the research and development, and the
production and sale of NdFeB permanent magnet materials.

In the opinion of the directors, the holding company of the Company is Jiangxi Ruide Venture Investment Co.,
Ltd. The ultimate controlling shareholders are Mr. Cai Baogui, Mr. Li Xinnong and Mr. Hu Zhibin, which are acting

in concert with each other.

Information about subsidiaries

Particulars of the Company’s subsidiaries are as follows:

Nominal value of

Place and date issued ordinary/ Percentage of
registration and registered share  equity attributable to  Principal
Name* place of operations capital the Company activities
% %
Direct Indirect
Ganzhou Jinli Magnets Processing Co., Ltd. PRC/Chinese Mainland RMB35,000,000 100 - Production
(“JL Processing”) * 29 February 2012
Jiangxi Jinli Bonded Magnetic Co., Ltd. PRC/Chinese Mainland RMB20,000,000 80 - Production
(“JL Bonded”) * 12 January 2017
Jinli Permanent Magnet (Ningbo) Investment PRC/Chinese Mainland RMB200,000,000 100 - Investment
Co., Ltd. (“JL Ningbo Investment”) * 21 December 2018
JL MAG RARE-EARTH (NINGBO) CO., LTD. PRC/Chinese Mainland RMB1,000,000,000 100 - Production
(“JL Ningbo Technology”) 15 January 2020
Jinli Permanent Magnet (Baotou) Technology PRC/Chinese Mainland RMB1,210,000,000 100 - Production
Co., Ltd. (“JL Baotou Technology”) * 18 August 2020
Jiangxi Jincheng Permanent Magnet New PRC/Chinese Mainland RMB300,000,000 100 - Production
Materials Co., Ltd. * 19 August 2022
JL Mag Rare-Earth (Hong Kong) Co., Limited Hong Kong HKD38,821,580 100 - Trading and
("JLHK") 5 September 2014 Investment
JL Mag Rare-Earth (Europe) B.V. (“JL Europe”) The Netherlands EUR100 - 85  Trading
8 October 2012
JL Mag Rare-Earth (U.S.A.) Inc. (‘JL USA") The United States of USD600,000 - 100 Trading
America (“USA”)
29 November 2018
JL Mag Rare-Earth Japan (“JL Japan”) Japan JPY30,000,000 - 100 Trading
6 September 2016
JL Mag GREEN TECH (Hong Kong) COMPANY Hong Kong HKD50,000 = 100 Investment
LIMITED (“JL Tech (Hong Kong)") 19 July 2022
JL MAG MEXICO, S.A. DEC.V. Mexico MXN214,701,273.85 - 100 Production
(“JL MAG MEXICO") 29 January 2023
Ningbo Renci Technology Co., Ltd. PRC/Chinese Mainland RMB3,000,000 - 100  Production
(“Ningbo Renci”) 18 September 2023
Ningbo Antaike Jinli Equity Investment Partnership  PRC/Chinese Mainland RMB160,000,000 - 93.75  Business
Enterprise (Limited Partnership) (‘Antaike”) 13 October 2023 service

*

il

The English names of these entities registered in the PRC represent the best efforts made by management of the Company to
directly translate their Chinese names as they did not register any official English names.
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

2.

ACCOUNTING POLICIES

2.1

BASIS OF PREPARATION

These financial statements have been prepared in accordance with IFRSs, which comprise all standards
and interpretations approved by the IASB and the disclosure requirements of the Hong Kong Companies
Ordinance. They have been prepared under the historical cost convention, except for forward exchange
agreements, notes receivable at FVOCI and wealth management products which have been measured at
fair value. These financial statements are presented in Renminbi (‘RMB”) and all values are rounded to the
nearest thousand (RMB’000) except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year ended 31 December 2023. A subsidiary is an entity
(including a structured entity), directly or indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its involvement with the investee and has the
ability to affect those returns through its power over the investee (i.e., existing rights that give the Group
the current ability to direct the relevant activities of the investee).

Generally, there is a presumption that a majority of voting rights results in control. When the Company has,
less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts and
circumstances in assessing whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders of the investee;
(b) rights arising from other contractual arrangements; and
(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the Company,
using consistent accounting policies. The results of subsidiaries are consolidated from the date on which
the Group obtains control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the
parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests
having a deficit balance. All intra-group assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control described above. A change in the ownership
interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill),
liabilities, any non-controlling interest and the exchange fluctuation reserve; and recognises the fair
value of any investment retained and any resulting surplus or deficit in profit or loss. The Group’s share
of components previously recognised in other comprehensive income is reclassified to profit or loss or
retained profits, as appropriate, on the same basis as would be required if the Group had directly disposed
of the related assets or liabilities. .
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

2. ACCOUNTING POLICIES (CONTINUED)
2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

The Group has adopted the following new and revised IFRSs for the first time for the current year’s
financial statements.

Amendments to IAS 1 and Disclosure of Accounting Policies
IFRS Practice Statement 2
Amendments to IAS 8 Definition of Accounting Estimates
Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from
a Single Transaction
Amendments to IAS 12 International Tax Reform — Pillar Two Model Rules

The nature and impact of the new and revised IFRSs that are applicable to the Group are described
below:

(@) Amendments to IAS 1 require entities to disclose their material accounting policy information
rather than their significant accounting policies. Accounting policy information is material if, when
considered together with other information included in an entity’s financial statements, it can
reasonably be expected to influence decisions that the primary users of general purpose financial
statements make on the basis of those financial statements. Amendments to IFRS Practice
Statement 2 Making Materiality Judgement provide non-mandatory guidance on how to apply
the concept of materiality to accounting policy disclosures. The Group has disclosed the material
accounting policy information in note 2 to the financial statements. The amendments did not have
any impact on the measurement, recognition or presentation of any items in the Group’s financial
statements.

(b) Amendments to IAS 8 clarify the distinction between changes in accounting estimates and
changes in accounting policies. Accounting estimates are defined as monetary amounts in financial
statements that are subject to measurement uncertainty. The amendments also clarify how entities
use measurement techniques and inputs to develop accounting estimates. Since the Group’s
approach and policy align with the amendments, the amendments had no impact on the Group’s
financial statements.

(c) Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single
Transaction narrow the scope of the initial recognition exception in IAS 12 so that it no longer
applies to transactions that give rise to equal taxable and deductible temporary differences, such
as leases and decommissioning obligations. Therefore, entities are required to recognise a deferred
tax asset (provided that sufficient taxable profit is available) and a deferred tax liability for temporary
differences arising from these transactions. The Group has applied the amendments on temporary
differences related to leases as at 1 January 2022.
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

2. ACCOUNTING POLICIES (CONTINUED)

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (CONTINUED)

The nature and the impact of the revised IFRSs that are applicable to the Group are described below:

(continued)

Impact on the consolidated statement of financial position:

Increase/(decrease)

Before offsetting After offsetting (note)
As at As at As at As at As at As at
31 December 31 December 1 January 31 December 31 December 1 January
2023 2022 2022 2023 2022 2022
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB'000
Deferred tax assets - Lease 830 1,185 = - = =
Deferred tax liabilities — Lease 830 1,185 = - = =

Note:  The deferred tax asset and the deferred tax liability arising from lease contracts of the same subsidiary have been offset
in the statement of financial position for presentation purposes.

The adoption of amendments to IAS 12 did not have any impact on the basic and diluted earnings
per share attributable to ordinary equity holders of the parent, other comprehensive income and the
consolidated statements of cash flows for the years ended 31 December 2023 and 2022.

(d) Amendments to IAS 12 International Tax Reform — Pillar Two Model Rules introduce a mandatory
temporary exception from the recognition and disclosure of deferred taxes arising from the
implementation of the Pillar Two model rules published by the Organisation for Economic
Co-operation and Development. The amendments also introduce disclosure requirements for the
affected entities to help users of the financial statements better understand the entities’ exposure
to Pillar Two income taxes, including the disclosure of current tax related to Pillar Two income
taxes separately in the periods when Pillar Two legislation is effective and the disclosure of known
or reasonably estimable information of their exposure to Pillar Two income taxes in periods in which
the legislation is enacted or substantively enacted but not yet in effect. The Group has applied the
amendments retrospectively. After assessment, the amendments did not have any impact to the

Group.
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Year ended 31 December 2023

2.

ACCOUNTING POLICIES (CONTINUED)

2.3

. ﬂ AT

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING STANDARDS

The Group has not applied the following revised IFRSs, that have been issued but are not yet effective,
in these financial statements. The Group intends to apply these revised IFRSs, if applicable, when they
become effective.

Amendments to IFRS 10 Sale or Contribution of Assets between an Investor and its
and IAS 28 Associate or Joint Venture®
Amendments to IFRS 16 Lease Liability in a Sale and Leaseback’
Amendments to IAS 1 Classification of Liabilities as Current or Non-current
(the “2020 Amendments”)’
Amendments to IAS 1 Non-current Liabilities with Covenants (the “2022 Amendments”)’
Amendments to IAS 7 and IFRS 7 Supplier Finance Arrangements
Amendments to IAS 21 Lack of Exchangeability?
U Effective for annual periods beginning on or after 1 January 2024
2 Effective for annual periods beginning on or after 1 January 2025
8 No mandatory effective date yet determined but available for adoption

Further information about those IFRSs that are expected to be applicable to the Group is described below.

Amendments to IFRS 10 and IAS 28 address an inconsistency between the requirements in IFRS 10
and in IAS 28 in dealing with the sale or contribution of assets between an investor and its associate or
joint venture. The amendments require a full recognition of a gain or loss resulting from a downstream
transaction when the sale or contribution of assets constitutes a business. For a transaction involving
assets that do not constitute a business, a gain or loss resulting from the transaction is recognised in
the investor’s profit or loss only to the extent of the unrelated investor’s interest in that associate or joint
venture. The amendments are to be applied prospectively. The previous mandatory effective date of
amendments to IFRS 10 and IAS 28 was removed by the IASB. However, the amendments are available
for adoption now.

Amendments to IFRS 16 specify the requirements that a seller-lessee uses in measuring the lease liability
arising in a sale and leaseback transaction to ensure the seller-lessee does not recognise any amount
of the gain or loss that relates to the right of use it retains. The amendments are effective for annual
periods beginning on or after 1 January 2024 and shall be applied retrospectively to sale and leaseback
transactions entered into after the date of initial application of IFRS 16 (i.e., 1 January 2019). Earlier
application is permitted. The amendments are not expected to have any significant impact on the Group’s
financial statements.

The 2020 Amendments clarify the requirements for classifying liabilities as current or non-current, including
what is meant by a right to defer settlement and that a right to defer must exist at the end of the reporting
period. Classification of a liability is unaffected by the likelihood that the entity will exercise its right to defer
settlement. The amendments also clarify that a liability can be settled in its own equity instruments, and that
only if a conversion option in a convertible liability is itself accounted for as an equity instrument would the
terms of a liability not impact its classification. The 2022 Amendments further clarify that, among covenants
of a liability arising from a loan arrangement, only those with which an entity must comply on or before the
reporting date affect the classification of that liability as current or non-current. Additional disclosures are
required for non-current liabilities that are subject to the entity complying with future covenants within 12
months after the reporting period. The amendments shall be applied retrospectively with early application
permitted. An entity that applies the 2020 Amendments early is required to apply simultaneously the 2022
Amendments, and vice versa. The Group is currently assessing the impact of the amendments and whether
existing loan agreements may require revision. Based on a preliminary assessment, the amendments are not
expected to have any significant impact on the Group’s financial statements.
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Year ended 31 December 2023

2.

ACCOUNTING POLICIES (CONTINUED)

2.3

2.4

ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL FINANCIAL REPORTING STANDARDS
(CONTINUED)

Amendments to IAS 7 and IFRS 7 clarify the characteristics of supplier finance arrangements and require
additional disclosure of such arrangements. The disclosure requirements in the amendments are intended
to assist users of financial statements in understanding the effects of supplier finance arrangements
on an entity’s liabilities, cash flows and exposure to liquidity risk. Earlier application of the amendments
is permitted. The amendments provide certain transition reliefs regarding comparative information,
quantitative information as at the beginning of the annual reporting period and interim disclosures. The
amendments are not expected to have any significant impact on the Group’s financial statements.

Amendments to IAS 21 specify how an entity shall assess whether a currency is exchangeable into another
currency and how it shall estimate a spot exchange rate at a measurement date when exchangeability
is lacking. The amendments require disclosures of information that enable users of financial statements
to understand the impact of a currency not being exchangeable. Earlier application is permitted. When
applying the amendments, an entity cannot restate comparative information. Any cumulative effect of
initially applying the amendments shall be recognised as an adjustment to the opening balance of retained
profits or to the cumulative amount of translation differences accumulated in a separate component of
equity, where appropriate, at the date of initial application. The amendments are not expected to have any
significant impact on the Group’s financial statements.

MATERIAL ACCOUNTING POLICIES
Fair value measurement

The Group measures its investment properties, derivative financial instruments and equity investments at
fair value at the end of each reporting period. Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement
date. The fair value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either in the principal market for the asset or liability, or in the absence of
a principal market, in the most advantageous market for the asset or liability. The principal or the most
advantageous market must be accessible by the Group. The fair value of an asset or a liability is measured
using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and minimising
the use of unobservable inputs.
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ACCOUNTING POLICIES (CONTINUED)
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Fair value measurement (continued)

All assets and liabilities for which fair value is measured or disclosed in the financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is
significant to the fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or liabilities;

Level 2 — based on valuation techniques for which the lowest level input that is significant to the fair
value measurement is observable, either directly or indirectly;

Level 3 — based on valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group
determines whether transfers have occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of
each reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other
than inventories, deferred tax assets, financial assets and investment properties), the asset’s recoverable
amount is estimated. An asset’s recoverable amount is the higher of the asset’s or cash-generating unit’s
value in use and its fair value less costs of disposal, and is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent of those from other assets or groups of
assets, in which case the recoverable amount is determined for the cash-generating unit to which the asset
belongs.

In testing a cash-generating unit for impairment, a portion of the carrying amount of a corporate asset
(e.g., a headquarters building) is allocated to an individual cash-generating unit if it can be allocated on a
reasonable and consistent basis or, otherwise, to the smallest group of cash-generating units.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount.
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. An impairment loss is charged to the statement of profit or loss in the period in which
it arises in those expense categories consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is an indication that
previously recognised impairment losses may no longer exist or may have decreased. If such an indication
exists, the recoverable amount is estimated. A previously recognised impairment loss of an asset
other than goodwill is reversed only if there has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount higher than the carrying amount that would have
been determined (net of any depreciation/amortisation) had no impairment loss been recognised for the
asset in prior years. A reversal of such an impairment loss is credited to the statement of profit or loss in
the period in which it,arises. i -
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2. ACCOUNTING POLICIES (CONTINUED)

2.4 MATERIAL ACCOUNTING POLICIES (CONTINUED)

Related parties

A party is considered to be related to the Group if:

(@) the party is a person or a close member of that person’s family and that person:

)

(i)

)

or

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel of the Group or of a parent of the Group;

(b) the party is an entity where any of the following conditions applies:

(v)

(vii)

(viil)

the entity and the Group are members of the same group;

one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or
fellow subsidiary of the other entity);

the entity and the Group are joint ventures of the same third party;

one entity is a joint venture of a third entity and the other entity is an associate of the third
entity;

the entity is a post-employment benefit plan for the benefit of employees of either the Group
or an entity related to the Group; and the sponsoring employers of the post-employment
benefit plan;

the entity is controlled or jointly controlled by a person identified in (a);

a person identified in (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); and

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 parent of the Group.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated
depreciation and any impairment losses. When an item of property, plant and equipment is classified as
held for sale or when it is part of a disposal group classified as held for sale, it is not depreciated and is
accounted for in accordance with IFRS 5. The cost of an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of bringing the asset to its working condition and
location for its intended use. :
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2.

ACCOUNTING POLICIES (CONTINUED)

2.4

MATERIAL ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment and depreciation (continued)

Expenditure incurred after items of property, plant and equipment have been put into operation, such as
repairs and maintenance, is normally charged to the statement of profit or loss in the period in which it is
incurred. In situations where the recognition criteria are satisfied, the expenditure for a major inspection is
capitalised in the carrying amount of the asset as a replacement. Where significant parts of property, plant
and equipment are required to be replaced at intervals, the Group recognises such parts as individual assets
with specific useful lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant
and equipment to its residual value over its estimated useful life. The estimated useful lives and the annual
depreciation rates used for this purpose are as follows:

Estimated useful lives Annual depreciation rates
Buildings 20 to 40 years 2.375% t0 4.75%
Machinery and equipment 51to 10 years 9.5% to 19%
Motor vehicles 4 to 6 years 15.83% to 23.75%
Furniture and fixtures 5to 10 years 9.5% to 19%
Office and other equipment 3 to 6 years 15.83% to 31.67%
Land* Permanent N/A
* Land refers to the land owned by JL MAG MEXICO, a subsidiary of the Company.

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item
is allocated on a reasonable basis among the parts and each part is depreciated separately. Residual
values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each
financial year end.

An item of property, plant and equipment including any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss
on disposal or retirement recognised in the statement of profit or loss in the year the asset is derecognised
is the difference between the net sales proceeds and the carrying amount of the relevant asset.

Construction in progress is stated at cost less any impairment losses, and is not depreciated. It is reclassified
to the appropriate category of property, plant and equipment when completed and ready for use.

Other intangible assets

Other intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is the fair value at the date of acquisition. The useful
lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite lives are
subsequently amortised over the useful economic life and assessed for impairment whenever there is an
indication that the intangible asset may be impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at least at each financial year end.

The principal estimated useful lives of other intangible assets are as follows:

Software 5to 10 years
Non-patented technology 10 years
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Research and development expenses

All research costs are charged to the statement of profit or loss as incurred.

Expenditure incurred on projects to develop new products is capitalised and deferred only when the
Group can demonstrate the technical feasibility of completing the intangible asset so that it will be available
for use or sale, its intention to complete and its ability to use or sell the asset, how the asset will generate
future economic benefits, the availability of resources to complete the project and the ability to measure
reliably the expenditure during the development. Product development expenditure which does not meet
these criteria is expensed when incurred.

Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. A contract is, or
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of
time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Group recognises lease liabilities to make lease payments and
right-of-use assets representing the right to use the underlying assets.

(@) Right-of-use assets

Right-of-use assets are recognised at the commencement date of the lease (that is the date
the underlying asset is available for use). Right-of-use assets are measured at cost, less any
accumulated depreciation and any impairment losses, and adjusted for any remeasurement of
lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments made at or before the commencement date less
any lease incentives received. Right-of-use assets are depreciated on a straight-line basis over the
shorter of the lease terms and the estimated useful lives of the assets as follows:

Leasehold land 50 years
Buildings 3to 5 years
Motor vehicles 2 to 5 years
Office and other equipment 2 to 5 years

If ownership of the leased asset transfers to the Group by the end of the lease term or the cost
reflects the exercise of a purchase option, depreciation is calculated using the estimated useful life
of the asset.
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2. ACCOUNTING POLICIES (CONTINUED)
24 MATERIAL ACCOUNTING POLICIES (CONTINUED)
Leases (continued)
Group as a lessee (continued)

(b) Lease liabilities

Lease liabilities are recognised at the commencement date of the lease at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including
in-substance fixed payments) less any lease incentives receivable, variable lease payments that
depend on an index or a rate, and amounts expected to be paid under residual value guarantees.
The lease payments also include the exercise price of a purchase option reasonably certain to
be exercised by the Group and payments of penalties for termination of a lease, if the lease term
reflects the Group exercising the option to terminate the lease. The variable lease payments that do
not depend on an index or a rate are recognised as an expense in the period in which the event or
condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not readily
determinable. After the commencement date, the amount of lease liabilities is increased to reflect
the accretion of interest and reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification, a change in the lease term, a
change in lease payments (e.g., a change to future lease payments resulting from a change in an
index or rate) or a change in assessment of an option to purchase the underlying asset.

The Group’s lease liabilities are included in interest-bearing bank and other borrowings.
(c) Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of
machinery and equipment (that is those leases that have a lease term of 12 months or less from
the commencement date and do not contain a purchase option). It also applies the recognition
exemption for leases of low-value assets to leases of office equipment and laptop computers that
are considered to be of low value.

Lease payments on short-term leases and leases of low-value assets are recognised as an
expense on a straight-line basis over the lease term.

Group as a lessor

When the Group acts as a lessor, it classifies at lease inception (or when there is a lease modification)
each of its leases as either an operating lease or a finance lease.

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership
of an asset are classified as operating leases. When a contract contains lease and non-lease components,
the Group allocates the consideration in the contract to each component on a relative stand-alone selling
price basis. Rental income is accounted for on a straight-line basis over the lease terms and is included
in revenue in the statement of profit or loss due to its operating nature. Initial direct costs incurred in
negotiating and arranging an operating lease are added to the carrying amount of the leased asset and
recognised over the lease term on the same basis as rental income. Contingent rents are recognised as
revenue in the period in which they are earned.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Investments and other financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised cost, fair value
through other comprehensive income, and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash
flow characteristics and the Group’s business model for managing them. With the exception of trade
receivables that do not contain a significant financing component or for which the Group has applied
the practical expedient of not adjusting the effect of a significant financing component, the Group initially
measures a financial asset at its fair value plus in the case of a financial asset not at fair value through
profit or loss, transaction costs. Trade receivables that do not contain a significant financing component or
for which the Group has applied the practical expedient are measured at the transaction price determined
under IFRS 15 in accordance with the policies set out for “Revenue recognition” below.

In order for a financial asset to be classified and measured at amortised cost or fair value through other
comprehensive income, it needs to give rise to cash flows that are solely payments of principal and
interest (“SPPI”) on the principal amount outstanding. Financial assets with cash flows that are not SPPI
are classified and measured at fair value through profit or loss, irrespective of the business model.

The Group’s business model for managing financial assets refers to how it manages its financial assets
in order to generate cash flows. The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or both. Financial assets classified and
measured at amortised cost are held within a business model with the objective to hold financial assets in
order to collect contractual cash flows, while financial assets classified and measured at fair value through
other comprehensive income are held within a business model with the objective of both holding to collect
contractual cash flows and selling. Financial assets which are not held within the aforementioned business
models are classified and measured at fair value through profit or loss.

Purchases or sales of financial assets that require delivery of assets within the period generally established
by regulation or convention in the marketplace are recognised on the trade date, that is, the date that the
Group commits to purchase or sell the asset.

Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at amortised cost (debt instruments)
Financial assets at amortised cost are subsequently measured using the effective interest method and are

subject to impairment. Gains and losses are recognised in the statement of profit or loss when the asset is
derecognised, modified or impaired.
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24 MATERIAL ACCOUNTING POLICIES (CONTINUED)
Investments and other financial assets (continued)
Subsequent measurement (continued)

Financial assets at fair value through other comprehensive income (debt instruments)

For debt investments at fair value through other comprehensive income, interest income, foreign exchange
revaluation and impairment losses or reversals are recognised in the statement of profit or loss and
computed in the same manner as for financial assets measured at amortised cost. The remaining fair value
changes are recognised in other comprehensive income. Upon derecognition, the cumulative fair value
change recognised in other comprehensive income is recycled to the statement of profit or loss.

Financial assets designated at fair value through other comprehensive income (equity investments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity
investments designated at fair value through other comprehensive income when they meet the definition
of equity under IAS 32 Financial Instruments: Presentation and are not held for trading. The classification is
determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled to the statement of profit or loss. Dividends
are recognised as other income in the statement of profit or loss when the right of payment has been
established, except when the Group benefits from such proceeds as a recovery of part of the cost of the
financial asset, in which case, such gains are recorded in other comprehensive income. Equity investments
designated at fair value through other comprehensive income are not subject to impairment assessment.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair
value with net changes in fair value recognised in the statement of profit or loss.

This category includes derivative instruments. Dividends on the equity investments are also recognised as
other income in the statement of profit or loss when the right of payment has been established.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets)
is primarily derecognised (i.e., removed from the Group’s consolidated statement of financial position)
when:

o the rights to receive cash flows from the asset have expired; or

o the Group has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
“pass-through” arrangement; and either (a) the Group has transferred substantially all the risks and
rewards of the asset, or (b) the Group has neither transferred nor retained substantially all the risks
and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if, and to what extent, it has retained the risk and rewards of ownership
of the asset. When it has neither transferred nor retained substantially all the risks and rewards of the asset
nor transferred control of the asset, the Group continues to recognise the transferred asset to the extent
of the Group’s continuing involvement. In that case, the Group also recognises an associated liability.
The transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the maximum amount of consideration that the
Group could be required to repay.

Impairment of financial assets

The Group recognises an allowance for expected credit losses (“ECLs”) for all debt instruments not held at
fair value through profit or loss. ECLs are based on the difference between the contractual cash flows due
in accordance with the contract and all the cash flows that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The expected cash flows will include cash flows from
the sale of collateral held or other credit enhancements that are integral to the contractual terms.

General approach

ECLs are recognised in two stages. For credit exposures for which there has not been a significant
increase in credit risk since initial recognition, ECLs are provided for credit losses that result from default
events that are possible within the next 12 months (a 12-month ECL). For those credit exposures for which
there has been a significant increase in credit risk since initial recognition, a loss allowance is required for
credit losses expected over the remaining life of the exposure, irrespective of the timing of the default (a
lifetime ECL).
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Impairment of financial assets (continued)
General approach (continued)

At each reporting date, the Group assesses whether the credit risk on a financial instrument has increased
significantly since initial recognition. When making the assessment, the Group compares the risk of a
default occurring on the financial instrument as at the reporting date with the risk of a default occurring
on the financial instrument as at the date of initial recognition and considers reasonable and supportable
information that is available without undue cost or effort, including historical and forward-looking
information.

For debt investments at fair value through other comprehensive income, the Group applies the low
credit risk simplification. At each reporting date, the Group evaluates whether the debt investments are
considered to have low credit risk using all reasonable and supportable information that is available without
undue cost or effort. In making that evaluation, the Group reassesses the external credit ratings of the
debt investments. In addition, the Group considers that there has been a significant increase in credit risk
when contractual payments are more than 30 days past due.

The Group considers a financial asset in default when contractual payments are 90 days past due.
However, in certain cases, the Group may also consider a financial asset to be in default when internal or
external information indicates that the Group is unlikely to receive the outstanding contractual amounts in
full before taking into account any credit enhancements held by the Group.

A financial asset is written off when there is no reasonable expectation of recovering the contractual cash
flows.

Debt investments at fair value through other comprehensive income and financial assets at amortised cost
are subject to impairment under the general approach and they are classified within the following stages
for measurement of ECLs except for trade receivables which apply the simplified approach as detailed
below.

Stage 1 - Financial instruments for which credit risk has not increased significantly since initial
recognition and for which the loss allowance is measured at an amount equal to 12-month
ECLs;

Stage 2 - Financial instruments for which credit risk has increased significantly since initial recognition

but that are not credit-impaired financial assets and for which the loss allowance is
measured at an amount equal to lifetime ECLs;

Stage 3 - Financial assets that are credit-impaired at the reporting date (but that are not purchased or
originated credit-impaired) and for which the loss allowance is measured at an amount equal
to lifetime ECLs.
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Impairment of financial assets (continued)
Simplified approach

For trade receivables that do not contain a significant financing component or when the Group applies the
practical expedient of not adjusting the effect of a significant financing component, the Group applies the
simplified approach in calculating ECLs. Under the simplified approach, the Group does not track changes
in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each reporting date. The
Group has established a provision matrix that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic environment.

Financial liabilities
Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or
loss, loans and borrowings, payables, or as derivatives designated as hedging instruments in an effective
hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

The Group’s financial liabilities include trade and notes payables, other payables and accruals, derivative
financial instruments and interest-bearing bank and other borrowings.

Subsequent measurement

The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading.

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing
in the near term. This category also includes derivative financial instruments entered into by the Group
that are not designated as hedging instruments in hedge relationships as defined by IFRS 9. Separated
embedded derivatives are also classified as held for trading unless they are designated as effective
hedging instruments. Gains or losses on liabilities held for trading are recognised in the statement of profit
or loss. The net fair value gain or loss recognised in the statement of profit or loss does not include any
interest charged on these financial liabilities.

Financial liabilities at amortised cost (trade and other payables, and borrowings)

After initial recognition, trade and other payables, and interest-bearing borrowings are subsequently
measured at amortised cost, using the effective interest rate method unless the effect of discounting would
be immaterial, in which case they are stated at cost. Gains and losses are recognised in the statement of
profit or loss when the liabilities are derecognised as well as through the effective interest rate amortisation
process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees
or costs that are an integral part of the effective interest rate. The effective interest rate amortisation is
included in finance costs in the statement of profit or loss.
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Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or
expires.

When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification
is treated as a derecognition of the original liability and a recognition of a new liability, and the difference
between the respective carrying amounts is recognised in the statement of profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there is
an intention to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

Treasury shares

When the Company is obliged to acquire own equity instruments in accordance with share incentive
plan, the consideration paid or payable is deducted directly from equity and is disclosed separately in the
statement of changes in equity.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is determined on the weighted
average basis and, in the case of work in progress and finished goods, comprises direct materials, direct
labour and an appropriate proportion of overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion and disposal.

Cash and cash equivalents

Cash and cash equivalents in the statement of financial position comprise cash on hand and at banks, and
short-term highly liquid deposits with a maturity of generally within three months that are readily convertible
into known amounts of cash, subject to an insignificant risk of changes in value and held for the purpose
of meeting short-term cash commitments.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on
hand and at banks, and short-term deposits as defined above, less bank overdrafts which are repayable
on demand and form an integral part of the Group’s cash management.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past
event and it is probable that a future outflow of resources will be required to settle the obligation, provided
that a reliable estimate can be made of the amount of the obligation.

When the Group expects some or all of a provision to be reimbursed, the reimbursement is recognised as
a separate asset, but only when the reimbursement is virtually certain. The expense relating to a provision is
presented in the statement of profit or loss net of any reimbursement.

When the effect of discounting is material, the amount recognised for a provision is the present value at
the end of the reporting period of the future expenditures expected to be required to settle the obligation.
The increase in the discounted present value amount arising from the passage of time is included in
finance costs in the statement of profit or loss. o
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or
loss is recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to
the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively enacted
by the end of the reporting period, taking into consideration interpretations and practices prevailing in the
countries in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities and their carrying amounts for financial reporting
pUrposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

° when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability
in a transaction that is not a business combination and, at the time of the transaction, affects
neither the accounting profit nor taxable profit or loss and does not give rise to equal taxable and
deductible temporary differences; and

o in respect of taxable temporary differences associated with investments in subsidiaries and
associates, when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, and the carryforward of
unused tax credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is
probable that taxable profit will be available against which the deductible temporary differences, and the
carryforward of unused tax credits and unused tax losses can be utilised, except:

o when the deferred tax asset relating to the deductible temporary differences arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the
time of the transaction, affects neither the accounting profit nor taxable profit or loss and does not
give rise to equal taxable and deductible temporary differences; and

o in respect of deductible temporary differences associated with investments in subsidiaries and
associates, deferred tax assets are only recognised to the extent that it is probable that the
temporary differences will reverse in the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced
to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of
the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each
reporting period and are recognised to the extent that it has become probable that sufficient taxable profit
will be available to allow all or part of the deferred tax asset to be reeovered.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Income tax (continued)

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if and only if the Group has a legally enforceable
right to set off current tax assets and current tax liabilities and the deferred tax assets and deferred tax
liabilities relate to income taxes levied by the same taxation authority on either the same taxable entity or
different taxable entities which intend either to settle current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously, in each future period in which significant amounts
of deferred tax liabilities or assets are expected to be settled or recovered.

Government grants

Government grants are recognised at their fair value where there is reasonable assurance that the grant
will be received and all attaching conditions will be complied with. WWhen the grant relates to an expense
item, it is recognised as income on a systematic basis over the periods that the costs, for which it is
intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is credited to a deferred income account and is released
to the statement of profit or loss over the expected useful life of the relevant asset by equal annual
instalments or deducted from the carrying amount of the asset and released to the statement of profit or
loss by way of a reduced depreciation charge.

Revenue recognition
Revenue from contracts with customers

Revenue from contracts with customers is recognised when control of goods or services is transferred to
the customers at an amount that reflects the consideration to which the Group expects to be entitled in
exchange for those goods or services.

When the consideration in a contract includes a variable amount, the amount of consideration is estimated
to which the Group will be entitled in exchange for transferring the goods or services to the customer.
The variable consideration is estimated at contract inception and constrained until it is highly probable
that a significant revenue reversal in the amount of cumulative revenue recognised will not occur when the
associated uncertainty with the variable consideration is subsequently resolved.

Contract liabilities

A contract liability is recognised when a payment is received or a payment is due (whichever is earlier) from
a customer before the Group transfers the related goods or services. Contract liabilities are recognised
as revenue when the Group performs under the contract (i.e., transfers control of the related goods or
services to the customer).
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Share incentive plan

The Company operates a share incentive plan. Employees (including directors) of the Group receive
remuneration in the form of share-based payments, whereby employees render services as consideration
for equity instruments (“equity-settled transactions”). The cost of equity-settled transactions with
employees is measured by reference to the fair value at the date on which they are granted. The fair value is
determined based on the share price at the grant date, further details of which are given in note 36 to the
consolidated financial statements.

The cost of equity-settled transactions is recognised in employee benefit expense, together with a
corresponding increase in equity, over the period in which the performance and/or service conditions are
fulfilled. The cumulative expense recognised for equity-settled transactions at the end of each reporting
period until the vesting date reflects the extent to which the vesting period has expired and the Group’s
best estimate of the number of equity instruments that will ultimately vest. The charge or credit to the
statement of profit or loss for a period represents the movement in the cumulative expense recognised as
at the beginning and end of that period.

Service and non-market performance conditions are not taken into account when determining the grant
date fair value of awards, but the likelihood of the conditions being met is assessed as part of the Group’s
best estimate of the number of equity instruments that will ultimately vest. Market performance conditions
are reflected within the grant date fair value. Any other conditions attached to an award, but without an
associated service requirement, are considered to be non-vesting conditions. Non-vesting conditions are
reflected in the fair value of an award and lead to an immediate expensing of an award unless there are
also service and/or performance conditions.

For awards that do not ultimately vest because non-market performance and/or service conditions have
not been met, no expense is recognised. Where awards include a market or non-vesting condition, the
transactions are treated as vesting irrespective of whether the market or non-vesting condition is satisfied,
provided that all other performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are modified, as a minimum an expense is recognised as
if the terms had not been modified, if the original terms of the award are met. In addition, an expense
is recognised for any modification that increases the total fair value of the share-based payments, or is
otherwise beneficial to the employee as measured at the date of modification. Where an equity-settled
award is cancelled, it is treated as if it had vested on the date of cancellation, and any expense not yet
recognised for the award is recognised immediately.

The dilutive effect of outstanding share incentive plans is reflected as additional share dilution in the
computation of earnings per share.
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MATERIAL ACCOUNTING POLICIES (CONTINUED)
Other employee benefits
Pension schemes

In accordance with applicable PRC regulations, the Company and its subsidiaries operating in Chinese
Mainland have currently enrolled in a series of pension schemes regulated by various provincial and
municipal governments, under which each of the entities operating in Chinese Mainland is required to
contribute a percentage of its employees’ salaries to the pension fund under the government’s regulations.
The contributions are charged to profit or loss as they become payable in accordance with the rules of
the pension schemes. Contributions to the defined contribution plan by the Group for its employees are
fully and immediately vested when the contributions are made and may not be reduced by contributions
forfeited by employees who leave the schemes prior to vesting fully in the contributions.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
i.e., assets that necessarily take a substantial period of time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. The capitalisation of such borrowing costs ceases when the
assets are substantially ready for their intended use or sale. All other borrowing costs are expensed in the
period in which they are incurred. Borrowing costs consist of interest and other costs that an entity incurs
in connection with the borrowing of funds.

Dividends

Final dividends are recognised as a liability when they are approved by the shareholders in a general
meeting. Declared final dividends are disclosed in the notes to the consolidated financial statements.

Foreign currencies

The financial statements is presented in Renminbi, which is the Company’s functional currency. Each
entity in the Group determines its own functional currency and items included in the financial statements
of each entity are measured using that functional currency. Foreign currency transactions recorded by the
entities in the Group are initially recorded using their respective functional currency rates prevailing at the
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are translated
at the functional currency rates of exchange ruling at the end of the year. Differences arising on settlement
or translation of monetary items are recognised in the statement of profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in
a foreign currency are translated using the exchange rates at the date when the fair value was measured.
The gain or loss arising on translation of a non-monetary item measured at fair value is treated in line with
the recognition of the gain or loss on change in fair value of the item (i.e., translation difference on the
item whose fair value gain or loss is recognised in other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or loss, respectively).

il




144 JL MAG RARE-EARTH CO., LTD.

NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

2.

ACCOUNTING POLICIES (CONTINUED)

24

MATERIAL ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (continued)

In determining the exchange rate on initial recognition of the related asset, expense or income on the
derecognition of a non-monetary asset or non-monetary liability relating to an advance consideration, the
date of initial transaction is the date on which the Group initially recognises the non-monetary asset or
non-monetary liability arising from the advance consideration. If there are multiple payments or receipts
in advance, the Group determines the transaction date for each payment or receipt of the advance
consideration.

The functional currencies of certain overseas subsidiaries are currencies other than the Renminbi. As at
the end of the year, the assets and liabilities of these entities are translated into Renminbi at the exchange
rates prevailing at the end of the year and their statements of profit or loss are translated into Renminbi
at the exchange rates that approximate to those prevailing at the dates of the transactions. The resulting
exchange differences are recognised in other comprehensive income.

SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES

The preparation of the Group’s consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions
and estimates could result in outcomes that could require a material adjustment to the carrying amounts of the
assets or liabilities affected in the future.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the year,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year, are described below.
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS AND ESTIMATES (CONTINUED)
Estimation uncertainty (continued)
Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade receivables. The provision rates are based on past
days due for groupings of various customer segments that have similar loss patterns.

The provision matrix is initially based on the Group’s historical observed default rates. The Group will calibrate
the matrix to adjust the historical credit loss experience with forward-looking information. For instance, if forecast
economic conditions (i.e., gross domestic product) are expected to deteriorate over the next year which can lead
to an increased number of defaults in the manufacturing sector, the historical default rates are adjusted. At each
reporting date, the historical observed default rates are updated and changes in the forward-looking estimates are
analysed.

The assessment of the correlation among historical observed default rates, forecast economic conditions and
ECLs is a significant estimate. The amount of ECLs is sensitive to changes in circumstances and forecast
economic conditions. The Group’s historical credit loss experience and forecast of economic conditions may also
not be representative of a customer’s actual default in the future. The information about the ECLs on the Group’s
trade receivables is disclosed in note 23 to the consolidated financial statements.

Estimation of inventories under net realisable value

In accordance with the Group’s accounting policy for inventories, the Group’s management tests whether
inventories suffered any impairment based on estimates of the net realisable value of the inventories. For different
types of inventories, it requires the estimation on selling prices, costs of conversion, selling expenses and the
related tax expense to calculate the net realisable value of inventories. For inventories held for executed sales
contracts, management estimates the net realisable value based on the contracted price. For raw materials
and work-in-progress, management has established a model in estimating the net realisable value at which the
inventories can be realised in the normal course of business after considering the Group’s manufacturing cycles,
production capacity and forecasts, estimated future conversion costs and selling prices. Management also takes
into account the price or cost fluctuations and other related matters occurring after the end of the reporting period
which reflect conditions that existed at the end of the reporting period.

It is reasonably possible that if there is a significant change in circumstances including the Group’s business and

the external environment, outcomes within the next financial year would be significantly affected. Further details
are included in note 22 to the consolidated financial statements.
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4. OPERATING SEGMENT INFORMATION

For management purposes, the business of the Group mainly includes the manufacturing and sale of high
performance NdFeB materials.

The Group focuses on the manufacture and sale of high performance NdFeB materials, and no separate
operating segment information is provided for resource allocation and performance assessment. Therefore, no

detailed segment information is presented.

Geographical information

(a) Revenue from external customers

Year ended Year ended

31 December 31 December

2023 2022

RMB’000 RMB’000

Chinese Mainland 5,438,642 6,346,375
Other countries/regions 1,249,222 818,812
Total revenue 6,687,864 7,165,187

The revenue information above is based on the locations of the customers.

(b) The Group’s non-current assets are substantially located in Chinese Mainland.

Information about major customers

Revenue derived from customers which individually accounted for 10% or more of the Group’s total revenue is as

follows:
Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Customer A 919,778 793,279
Customer B 683,134 910,460
1,602,912 1,703,739
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5. REVENUE

An analysis of revenue is as follows:

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Revenue from contracts with customers
— Sale of NdFeB magnet materials 5,764,615 6,082,821
Revenue from other sources
— Sale of rare-earth materials 922,366 1,081,670
— Rental income 883 696
Subtotal 923,249 1,082,366
Total 6,687,864 7,165,187
Revenue from contracts with customers
Disaggregated revenue information
Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Type of goods
Sale of NdFeB magnet materials 5,764,615 6,082,821
Geographical markets
Chinese Mainland 4,515,393 5,264,074
Other countries/regions 1,249,222 818,747
Total 5,764,615 6,082,821
Timing of revenue recognition
Goods transferred at a point in time 5,764,615 6,082,821
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5. REVENUE (CONTINUED)
Revenue from contracts with customers (continued)

The following table shows the amount of revenue recognised in the reporting period that was included in the
contract liabilities at the beginning of the reporting period:

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Revenue recognised that was included in contract liabilities
at the beginning of the reporting period:
Sale of NdFeB magnet materials 23,686 28,916

All sales of NdFeB magnet are recognised as revenue for periods of one year or less. As permitted under IFRS 15,
the transaction price allocated to these unsatisfied contracts is not disclosed.

6. DIRECTORS’ AND SUPERVISORS’ REMUNERATION

Directors’ and supervisors’ remuneration for the year, disclosed pursuant to the Listing Rules, section 383(1)(a), (b),
(c) and (f) of the Hong Kong Companies Ordinance and Part 2 of the Companies (Disclosure of Information about
Benefits of Directors and chief executive’s) Regulation, is as follows:

Year ended Year ended

31 December 31 December

2023 2022

RMB’000 RMB’000

Fees: - -
Other emoluments:

Salaries, allowances and benefits in kind 3,061 3,556

Performance related bonuses 1,887 2,228

Equity-settled share option expense 7,601 6,562

Social insurance and housing fund 218 245

Subtotal 12,767 12,591

Total 12,767 12,591

Certain directors were granted with restricted shares in respect of their services to the Group, under the share
incentive plan of the Company, further details of which are set out in note 36 to the consolidated financial
statements. The fair value of such restricted shares, which has been recognised in the statement of profit or
loss over the vesting period, was determined as at the date of grant and the amount included in the financial
statements for the year is included in the above directors’ and chief executive’s remuneration disclosures.
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6. DIRECTORS’ AND SUPERVISORS’ REMUNERATION (CONTINUED)

Directors’ and supervisors’ remuneration for each year is as follows:

Year ended 31 December 2023

Salaries,
allowances  Performance Restricted Social
and benefits related share insurance and
Position in kind bonuses incentive  housing fund Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Baogui Cai Chairman and General Manager 936 822 2,815 99 4,672
Zhibing Hu Director 150 - 4,223 - 4,373
Xinnong Li Director 150 - - - 150
Feng Lyu Vice Chairman and Deputy General Manager 745 842 563 83 2,233
Yuhua Zhu* Independent Director 63 - - - 63
Feng Xu Independent Director 150 - - - 150
Ying Cao® Independent Director 63 - - - 63
Yixia Sun™ Chairman of the Board of Supervisors 234 108 - 18 360
Hua Li Supervisor 226 103 - - 329
Qilu Liang™* Employee Supervisor 118 12 - 18 148
Jianxin You* Independent Director 88 - - - 88
Taifang Yuan* Independent Director 88 - - - 88
Fei Li™ Director 50 - - - 50
Total 3,061 1,887 7,601 218 12,767

Yuhua Zhu and Ying Cao were appointed as independent directors on with effect from 21 June 2023, while Jianxin You and
Taifang Yuan resigned on the same date.

ke

Quan Su was resigned as a chairman of the Board of Supervisors, with effect from 24 March 2023. Yixia Sun was appointed as
a chairman of the Board of Supervisors, with effect from 30 March 2023.

Qilu Liang was appointed as a employee supervisor on 24 March 2023.

Hkkok

Fei Li was appointed as a director on 23 April 2021 and resigned on 17 March 2023.

il
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6. DIRECTORS’ AND SUPERVISORS’ REMUNERATION (CONTINUED)

Directors’ and supervisors’ remuneration for each year is as follows: (continued)

Year ended 31 December 2022

Salaries,

allowances Performance Restricted Social

and benefits related share  insurance and
Position in kind bonuses incentive housing fund Total
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Baogui Cai Chairman and General Manager 911 960 1,160 102 3,133
Zhibing Hu Director 133 = 1,740 = 1,873
Xinnong Li Director 133 = = = 133
Feng Lyu Vice Chairman and Deputy General Manager 728 960 3,662 89 5439
Feill Director 133 - - - 133
Weixiong Huang* Director - - - - -
Jianxin You Independent Director 133 - - - 133
Taifang Yuan Independent Director 133 = = = 133

Quan Su Chairman of the Board of Supervisors and

Assistant to the General Manager 673 144 = 18 835
Yixia Sun Employee supervisor 230 81 - 18 329
Hua Li Supervisor 216 83 - 18 317
Feng Xu Independent Director 133 = = = 133
Total 3,556 2,228 6,562 245 12,591

Weixiong Huang was appointed as a director on 23 April 2021 and resigned on 22 April 2022.
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7.  FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the years ended 31 December 2023 and 2022 included three directors
and two directors, respectively, details of whose remuneration are set out in note 6 above. Details of the
remuneration for the years of the remaining highest paid employees who are neither a director nor chief executive
of the Company are as follows:

Year ended Year ended

31 December 31 December

2023 2022

RMB’000 RMB’000

Salaries, allowances and benefits in kind 1,652 2,293
Performance related bonuses 1,476 2,550
Restricted share incentive 1,830 3,768
Social insurance and housing fund 141 239
Total 5,099 8,850

The numbers of non-director and non-chief executive highest paid employees whose remuneration fell within the
following bands are as follows:

Year ended Year ended

31 December 31 December

2023 2022

Nil to HK$1,000,000 - -
HK$1,000,001 to HK$1,500,000 - -
HK$1,500,001 to HK$2,000,000 - -
HK$2,000,001 to HK$2,500,000 - -
HK$2,500,001 to HK$3,000,000 1 -
HK$3,000,001 to HK$3,500,000 1 1
HK$3,500,001 to HK$4,000,000 - 2
Total 2 8

Restricted shares were granted to the non-director and non-chief executive highest paid employees in respect of
their services to the Group, further details of which are included in the disclosures in note 36 to the consolidated
financial statements. The fair value of such restricted shares, which has been recognised in the consolidated
statement of profit or loss over the vesting period, was determined as at the date of grant and the amounts
included in the consolidated financial statements for the years are included in the above non-director and non-
chief executive highest paid employees’ remuneration disclosures.

There was no payment during the reporting period or payable as at the end of the reporting period as an
inducement for those highest paid employees to join or upon joining the Company. There was no payment during
the reporting period or payable as at the end of the reporting period as a compensation for the loss of the office.

—
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10.

OTHER INCOME AND GAINS

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Other income
Government grants 75,408 44,215
Bank interest income 71,865 39,556
Others 3,696 209
Total other income 150,969 83,980
Other gains
Gains on disposal of items of property, plant and equipment - 744
Fair value changes of forward exchange agreements 3,220 -
Gains on wealth management products 5,833 =
Fair value gains on Listed equity investment 3,609 =
Others 1,098 47
Total gains 13,760 791
Total other income and gains 164,729 84,771
OTHER EXPENSES
Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Donations 684 1,211
Losses on disposal of items of property, plant and equipment 2,081 956
Losses on disposal of financial assets or liabilities 4,333 9,308
Fair value changes of forward exchange agreements - 10,445
Others 427 27
Total 7,525 21,947
FINANCE COSTS
Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Interest on bank loans and other loans 48,071 67,743
Interest on lease liabilities 410 439
Less: Interest capitalised (77) (1,594)
Other finance costs 3,078 2,291
Total 51,482 68,879
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11. PROFIT BEFORE TAX

Year ended Year ended
31 December 31 December
2023 2022
Notes RMB’000 RMB’000
Cost of raw materials and consumables 4,912,026 5,471,067
Depreciation of property, plant and equipment* 15 134,602 86,808
Depreciation of right-of-use assets* 16 8,741 7,657
Amortisation of other intangible assets™ 17 643 669
Amortisation of other non-current assets 3,018 17,231
Research and development costs 353,884 337,476
Lease payments not included in the measurement of lease
liabilities 283 671
Auditor’s remuneration** 4,750 4,700
Expenses related to the initial public offering on the Hong Kong
stock exchange - 63
Employee benefit expense (including directors’ remuneration):
Wages, salaries and welfare 519,960 447,443
Expenses for the share incentive plan 36 6,714 27,297
Pension and other social insurances 69,435 52,994
Exchange gains, net (33,038) (183,286)
Impairment losses on inventories 29,662 10,279
Impairment losses (reversed)/recognised on financial assets (5,786) 11,936
Gains/(losses) on disposal of property, plant and equipment 8,9 2,081 (212)
Government grants 8 75,408 44,215

The depreciation of property, plant and equipment during the year ended 31 December 2023 are included in “Cost of sales”,
“Administrative expenses” and “Research and development expenses” in the consolidated statements of profit or loss. The
depreciation of right-of-use assets and amortisation of other intangible assets during the year ended 31 December 2023 are
included in “Cost of sales” and “Administrative expenses” in the consolidated statements of profit or loss.

** During the year ended 31 December 2023, auditors’ remuneration included audit service provided by Ernst & Young and Ernst
& Young Hua Ming LLP, amounting to RMB4.75 million (2022: RMB4.7 million).

il
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12.

INCOME TAX

In general, the Group’s entities in the Chinese Mainland are subject to PRC corporate income tax at the standard
rate of 25% on their respective estimated taxable profits during the year ended 31 December 20283. The
Company is entitled to tax concessions including a preferential tax rate of 15%, as it is established in Ganzhou,
Jiangxi. JL Baotou Technology, which is established in Inner Mongolia, is entitled to a preferential tax rate of 15%.
No provision for the United States corporate income tax, the Japan corporate tax, the Mexico Federal corporate
income tax, or the Hong Kong profit tax has been made during the year ended 31 December 2023, as there was
no tax assessable income subject to the United States corporate income tax, the Japan corporate tax, or the

Hong Kong profit tax, or the Mexico Federal corporate income tax during the year.

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000

Current income tax
Charge for the years 35,114 39,105
(overprovision)/Underprovision in prior years (328) 2,227
Deferred income tax (note 19) 15,290 20,778
Total 50,076 62,110

A reconciliation of the tax expense applicable to profit before tax at the statutory rate for jurisdiction in which the
Company and the majority of its subsidiaries are domiciled to the tax expense at the effective tax rate, and a
reconciliation of the applicable rate (i.e., the statutory tax rates) to the effective tax rates, are as follows:

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Profit before tax 616,955 766,695
Tax expense calculated at the statutory tax rate of 25% 154,239 191,674
Effect of different tax rates of subsidiaries operating
in other jurisdictions and tax concession 172 248
Tax effect of preferential income tax rates applicable to the Company (61,175) (77,816)
Non-deductible expenses 1,037 2,199
Tax effect of additional deductions (47,321) (58,926)
Non-taxable income (472) (1,259)
Adjustments in respect of current tax of previous periods (328) 2,227
Profits and losses attributable to associates 96 (322)
Tax losses utilised from previous periods (300) (8,132
Tax losses not recognised 3,876 6,935
Deductible temporary differences not recognised 252 282
Tax charge at the effective rate 50,076 62,110

l A
/



Annual Report 2023 155

NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

13.

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of the basic earnings per share amounts is based on the profit for the year attributable to ordinary
equity holders of the parent. On 11 July 2023, the Company transferred share premium into share capital with six
new shares issued for every ten existing shares. After the conversion, the number of shares as at 11 July 2023
was increased by 503,452,669, among which 726,163 shares are attributable to restricted share owners. The
calculation of basic and diluted earnings per share is adjusted for the proportionate change as if the conversion
had occurred at the beginning of the earliest comparative period presented.

The calculation of the diluted earnings per share amount is based on the profit for the year attributable to ordinary
equity holders of the parent, adjusted to reflect the dilutive effect of the share incentive plan (note 36) operated
by the Company. The weighted average number of ordinary shares used in the calculation is the number of
ordinary shares in issue during the year, as used in the basic earnings per share calculation, and the weighted
average number of ordinary shares assumed to have been issued at no consideration on the deemed exercise or
conversion of all dilutive potential ordinary shares into ordinary shares.

The calculations of basic and diluted earnings per share are based on:

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Earnings
Profit attributable to ordinary equity holders of the parent, used in the basic
earnings per share calculation: 563,693 702,687
Less: Dividends attributable to owners of the restricted shares - (303)
Subtotal 563,693 702,384
Effect of dilution — dividends attributable to owners of the restricted shares - 303
Total 563,693 702,687
Number of shares
Year ended Year ended
31 December 31 December
2023 2022
Shares
Weighted average number of ordinary shares in issue used in the basic
earnings per share calculation 1,340,828,564 1,334,954,250
Effect of dilution — weighted average number of ordinary shares:
Share incentive plan (note 36) 1,087,068 5,059,896
Total 1,341,915,632 1,340,014,146

—
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14. DIVIDENDS

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Proposed final - RMB26 cent per ordinary share in 2023
(2022: RMB26 cent per ordinary share) 347,556 217,869

The proposed final dividend for the year is subject to the approval of the Company’s shareholders at the
subsequent annual general meeting.

15. PROPERTY, PLANT AND EQUIPMENT

Machinery Furniture Office
and and Motor and other  Construction
Buildings ~ equipment fixtures vehicles  equipment in progress Land Total

RMB'000 RMB'000 RMB’000 RMB’000 RMB'000 RMB’000 RMB'000 RMB'000

Year ended 31 December 2023

At 31 December 2022 and

1 January 2023;
Cost 591,824 948,239 90,091 8,587 9,980 394,763 - 2,043,484
Accumulated depreciation (53,483) (241,368) (32,460) (4,400) (5,127) - - (336,838)
Net carrying amount 538,341 706,871 57,631 4,187 4,853 394,763 - 1,706,646
At 1 January 2023, net of

accumulated depreciation 538,341 706,871 57,631 4,187 4,853 394,763 - 1,706,646
Addtions - 3,611 94 1,607 545 672,333 232,104 910,294
Disposals @) (3,700) (1,116) (142) @ - - (4,970)
Depreciation provided during the year (20,982) (90,912 (17,871) (2,880) (1,957) - - (134,602)
Exchange realignment 7 6 - 1 39 - - 53
Transfers 69,664 190,820 35,910 1,666 1,131 (302,666) - (3,475)
At 31 December 2023 net of

accumulated depreciation 587,022 806,696 74,648 4,439 4,607 764,430 232,104 2,473,946
At 31 December 2023
Cost 661,494 1,134,739 121,878 10,193 11,734 764,430 232,104 2,936,572
Accumulated depreciation (74472) (328,043) (47,230) (5,754) (1,121) - - (462,626)
Net carrying amount 587,022 806,696 74,648 4439 4,607 764,430 232,104 2,473,946

At 31 December 2023, there was no building pledged to secure general bank loans (31 December 2022:
RMB138,732,000).
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15. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Machinery Fumniture (Office
and and Motor andother  Gonstruction
Buildings equipment fixtures vehicles equipment in progress Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Year ended 31 December 2022
At 31 December 2021 and 1 January 2022:

Cost 310,515 561,538 58,739 7,702 6,928 354,621 1,300,043
Accumulated depreciation (40229 (189,218) (25,574) (3320 (3578 - (261919
Net carrying amount 210,286 372,320 33,165 4,382 3,350 354,621 1,038,124
At 1 January 2022, net of

accumulated depreciation 210,286 372,320 33,165 4,382 3,350 354,621 1,038,124
Additions - 3 - - 959 766,604 767,594
Disposals 9 9,181) (2470) (152) (895) - (12,707)
Depreciation provided during the year (13,251) (59,860) (10,033 (1925) (1739 - (86,808)
Exchange realignment 2 232 (1) = 210 = 443
Transfers 281,313 403,329 36,970 1,882 2,968 (726,462) -
At 31 December 2022 net of accumulated

depreciation 538,341 706,871 57,631 4,187 4,853 394,763 1,706,646
At 31 December 2022
Cost 591,824 948,239 90,091 8,587 9,980 394,763 2,043,484
Accumulated depreciation (63,489) (241,368) (32,460) (4,400) (6,127) - (336,838)

Net carrying amount 538,341 706,871 57,631 4,187 4,863 394,763 1,706,646
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16. LEASES

The Group as a lessee

The Group has lease contracts for various items of leasehold land, buildings, motor vehicles, and office and other
equipment. Lump sum payments were made upfront to acquire a land-use right in Chinese Mainland with a

period of 50 years, and no ongoing payments will be made.

(a) Right-of-use assets

The carrying amounts of the Group’s right-of-use assets and the movements during the years are as

follows:
Office
Leasehold Motor  and other
land  Buildings vehicles equipment Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Year ended 31 December 2023
Cost at 1 January 2023, net of accumulated depreciation 212,944 8,858 1,305 86 223,193
Additions 547 8,598 - 48 9,193
Depreciation provided during the year (4,667) (3,717) (328) (29) (8,741)
Exchange realignment - 44 58 (2) 100
At 31 December 2023: 208,824 13,783 1,035 103 223,745
At 31 December 2023;
Cost 230,307 27,505 2,198 438 260,448
Accumulated depreciation (21,483) (13,505) (1,212) (349) (36,549)
Exchange realignment - (217) 49 14 (154)
Net carrying amount 208,824 13,783 1,035 103 223,745
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16. LEASES (CONTINUED)
The Group as a lessee (continued)

(a) Right-of-use assets (continued)

Office
Leasehold Motor  and other
land Buildings vehicles  equipment Total

RMB'000 RMB'000  RMB'000  RMB'000  RMB'000

Year ended 31 December 2022

Cost at 1 January 2022, net of accumulated depreciation 192,580 6,415 219 119 199,333
Additions 24,581 6,167 1,121 - 31,869
Depreciation provided during the year 4,217 (3,382) (26) 32 (7,657)
Exchange realignment - (342) 9 (1) (352)
At 31 December 2022: 212,944 8,858 1,305 86 223,193
At 31 December 2022;

Cost 229,760 18,907 2,198 390 251,255
Accumulated depreciation (16,816) (9,788) (884) (320) (27,808)
Exchange realignment - (261) ©) 16 (254)
Net carrying amount 212,944 8,858 1,305 86 223,193

Note: At 31 December 2023, there was no land-use right pledged to secure general bank loans (31 December 2022:
RMB27,389,000).
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16.

LEASES (CONTINUED)

The Group as a lessee (continued)

(b)

()

Lease liabilities

The carrying amount of lease liabilities and the movements during the years are as follows:

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Carrying amount at 1 January 11,212 6,850
New leases 8,646 7,288
Accretion of interest recognised during the year 410 439
Payments (4,613) (4,274)
Exchange realignment (537) 909
Carrying amount at end of the year 15,118 11,212
Analysed into:
Current portion 6,064 4,143
Non-current portion 9,054 7,069
The amounts recognised in profit or loss in relation to leases are as follows:
Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Interest on lease liabilities 410 439
Depreciation charge of right-of-use assets 4,075 3,439
Expense relating to short-term leases and
other leases with remaining lease (included in expenses) 776 671
Total amount recognised in profit or loss 5,261 4,549

The maturity analysis of lease liabilities is disclosed in note 44 to the consolidated financial statements.
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17.

OTHER INTANGIBLE ASSETS

Non-
patented
Software technology Total
RMB’000 RMB’000 RMB’000
Year ended 31 December 2023
Cost at 1 January 2023, net of accumulated amortisation 1,967 2,767 4,734
Additions 716 - 716
Amortisation provided during the year (243) (400) (643)
Transfers 3,476 - 3,476
Exchange realignment 12 - 12
At 31 December 2023 5,928 2,367 8,295
At 31 December 2023:
Cost 8,965 4,000 12,965
Accumulated amortisation (3,037) (1,633) (4,670)
Net carrying amount 5,928 2,367 8,295
Non-
patented
Software technology Total
RMB’000 RMB’000 RMB’000
Year ended 31 December 2022
Cost at 1 January 2022, net of accumulated amortisation 1,487 3,167 4,654
Additions 739 - 739
Amortisation provided during the year (269) (400) (669)
Exchange realignment 10 - 10
At 31 December 2022 1,967 2,767 4,734
At 31 December 2022:
Cost 4,674 4,000 8,674
Accumulated amortisation (2,707) (1,233) (8,940)
Net carrying amount 1,967 2,767 4,734

il
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18.

INVESTMENTS IN ASSOCIATES

31 December

31 December

2023 2022
RMB’000 RMB’000
Share of net assets 6,501 5,136
Particulars of the associate which is not material to the Group, are as follows:
Percentage
of ownership
Particulars Place of interest
of issued registration and attributable Principal
Name shares held business to the Group activities
Ganzhou Poly-Max Magnetics Ordinary shares PRC/Chinese Mainland 23.06% Research and

Co., Ltd. (Note 1)

development of
new materials

Note 1: On 12 June 2023, the shareholders of Ganzhou Poly-Max Magnetics Co., Ltd. (“Ganzhou Poly-Max”) entered into an equity
transfer agreement, in which JL Ningbo Investment acquired 3.3% of the equity interest of Hu Yongjun, the original shareholder,
for RMB980,000. According to the agreement, JL Ningbo Investment paid Hu Yongjun RMB490,000 on 16 June 2023 and
24 July 20283, respectively. The shareholding of JL Ningbo Investment changed from 25.67% to 28.97%. In July 2023, Ningbo
Jinci Lvneng equity Investment Partnership (LLP), one of the shareholders of Ganzhou Poly-Max, increased its capital, and the
other shareholders of Ganzhou Poly-Max chose to waive their Right of First Refusal. JL Ningbo Investment’s shareholding ratio

changed from 28.97% to 23.06%.

The following table illustrates the financial information of the Group’s associate that is not individually material:

Year ended Year ended

31 December 31 December

2023 2022

RMB’000 RMB’000

Share of the associates’ profit/(loss) for the year 386 (1,288)
Share of the associates’ total comprehensive income 386 (1,288)
Aggregate carrying amount of the Group’s investment in the associate 6,501 5,136

,
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19.

DEFERRED TAX

The components of deferred tax of the Group are as follows:

Depreciation
allowance
in excess Gains from Tax free
of related Right-of- changesin  Government Deferred
Deferred tax liabilities depreciation use assets fair value grants tax liabilities
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 31 December 2022 55,797 12 - - 55,809
At 31 December 2022 Effect
of adoption of amendments to
IAS12 (note 2.2(c)) - 1,185 - - 1,185
At 1 January 2023 (restated) 55,797 1,197 - - 56,994
Deferred tax charged/(credited) to
profit or loss during the year 10,662 (284) 902 4,747 16,027
At 31 December 2023 66,459 913 902 4,747 73,021
Impairment Share Loss from
Deferred of financial Impairment Lease Incentive changes Deferred
Deferred tax assets income assets  of inventories liabilities Plan in fair value tax assets
RMB'000 RMB'000 RMB'000 RMB'000 RVB'000 RMB'000 RMB'000
At 31 December 2022 9,349 4748 868 1Y) 10,441 483 25,931
At 31 December 2022
Effect of adoption of amendments to
IAS12 (note 2.2(c)) - - - 1,185 - - 1,185
At 1 January 2023 (restated) 9,349 4,748 868 1,221 10,441 483 27,116
Deferred tax credited/(charged) to
proft or loss during the year 4827 (331) 352 (302) (3,326) 483 131
Deferred tax charged to equity
during the period” - - - - (4413 - (@43
At 31 December 2023 14,176 4417 1,220 925 2,702 - 23,440

Pursuant to the tax regulation of Chinese Mainland, the Company receives the tax deduction upon the vesting of the restricted

shares (Note 36), which differed from the related share incentive plan expenses recorded in the profit or loss during the year.
According to IAS12.68C, where the amount of any tax deduction (or estimated future tax deduction) exceeds the amount of the
related cumulative remuneration expenses, the current or deferred tax associated with the excess should be recognised directly

in equity.

il
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19.

DEFERRED TAX (CONTINUED)

For presentation purposes, certain deferred tax assets and liabilities have been offset in the consolidated financial
statements. The following is an analysis of the deferred tax balances of the Group for financial reporting purposes:

31 December

31 December

2023 2022

RMB’000 RMB’000

Net deferred tax assets 561 1,738

Net deferred tax liabilities 50,142 31,616
Deferred tax assets have not been recognised in respect of the following items:

Year ended Year ended

31 December 31 December

2023 2022

RMB’000 RMB’000

Tax losses 132,594 104,320

Deductible temporary differences 2,134 1,128

Total 134,728 105,448

The above tax losses are available for offsetting against future taxable profits of the companies in which the
losses arose. Deferred tax assets have not been recognised in respect of the above items as it is not considered
probable that taxable profits will be available against which the above items can be utilised.

20. EQUITY INVESTMENTS DESIGNATED AT FAIR VALUE THROUGH OTHER

COMPREHENSIVE INCOME

31 December

31 December

2023 2022
RMB’000 RMB’000

Unlisted equity investments, at fair value
Ningbo Jinci Lvneng equity Investment Partnership (LLP) 13,262 13,306

The above equity investments were irrevocably designated at fair value through other comprehensive income as

the Group considers these investments to be strategic in nature.

21. OTHER NON-CURRENT ASSETS
31 December 31 December
2023 2022
RMB’000 RMB’000
Advance payments for engineering equipment 252,184 124,523
Long-term prepaid expenses 2,982 6,001
Performance bond 8,215 8,215
Total 263,381 138,739

l —
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22.

23.

INVENTORIES
31 December 31 December
2023 2022
RMB’000 RMB’000
Raw materials 812,672 543,899
Work in progress 370,692 342,093
Finished goods 1,037,948 1,050,935
Total 2,221,312 1,936,927
Less: Impairment provision
Work in progress (2,099) (1,739)
Finished goods (6,033) (4,047)
Total (8,132) (5,786)
Total 2,213,180 1,931,141

TRADE RECEIVABLES

31 December

31 December

2023 2022
RMB’000 RMB’000
Trade receivables 2,004,778 2,218,681
Impairment (24,230) (26,490)
Net carry amount 1,980,548 2,192,191

The Group’s trading terms with its customers are mainly on credit, except for new customers, where payment
in advance is normally required. The credit period is generally two months, extending up to three months for
major customers. The Group seeks to maintain strict control over its outstanding receivables. Overdue balances
are reviewed regularly by senior management. In view of the aforementioned and the fact that the Group’s trade
receivables relate to a large number of diversified customers, there is no significant concentration of credit risk.
The Group does not hold any collateral or other credit enhancements over its trade receivable balances. Trade

receivables are non-interest-bearing.

An ageing analysis of the trade receivables as at the end of each reporting period, based on the invoice date, is as

follows:

31 December

31 December

2023 2022

RMB’000 RMB’000

Less than 1 year 1,980,506 2,192,191

11to 2 years 42 -

Total 1,980,548 2,192,191
Yy N I
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23. TRADE RECEIVABLES (CONTINUED)

The movements in the loss allowance for impairment of trade receivables are as follows:

Year ended Year ended

31 December 31 December

2023 2022

RMB’000 RMB’000

At beginning of the year 26,490 16,503
Impairment (reversed)/recognised (2,260) 9,987
At end of the year 24,230 26,490

Set out below is the information about the credit risk exposure on the Group’s trade receivables using a provision
matrix:

As at 31 December 2023

Less than 1to 2to Over
1 year 2 years 3 years 3 years Total
Expected credit loss rate 1.00% 10.00% 50.00% 100.00% 1.19%
Gross carrying amount 2,000,589 47 - 3,814 2,004,450
Expected credit losses 20,083 5 - 3,814 23,902
As at 31 December 2022
Less than 1to 2to Over
1 year 2 years 3 years 3 years Total
Expected credit loss rate 1.00% 10.00% 50.00% 100.00% 1.18%
Gross carrying amount 2,214,334 - - 4,019 2,218,353
Expected credit losses 22,143 - - 4,019 26,162

An impairment analysis was performed at the end of the reporting period, using a provision matrix to measure
expected credit losses. The provision rates were initially based on the Group’s historical observed default rates
for groupings of various customer segments with similar loss patterns (i.e., by customer type and rating). The
Group will calibrate the matrix to adjust the historical credit loss experience with forward-looking information. The
calculation reflects the probability-weighted outcome, reasonable and supportable information that is available at
the end of the reporting period about past events, current conditions and forecasts of future economic conditions.

As at the end of the reporting period, the Group assessed the historical observed default rates and the forward-
looking estimates, respectively. Based on the ageing analysis and the turnover rates analysis, the historical
observed default rates were not materially changed during the reporting period. Based on the current economic
conditions as well as reasonable and supportable forecasts of future economic conditions, including the industry
and the credit rating of the customers, the forward-looking estimates were consistent during the reporting period.
According to the above assessment, the expected credit loss rates were the same during the reporting period.

. u— @\



Annual Report 2023 167

NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

24,

NOTES RECEIVABLE

31 December 31 December

2023 2022
RMB’000 RMB’000
Notes receivable at amortised cost

Commercial acceptance notes 153,316 554,279
Less: Impairment (1,533) (5,543)
151,783 548,736

Notes receivable at fair value through OCI
Bank acceptance notes 212,489 97,088

Notes receivable of the Group are bank acceptance notes and commercial acceptance notes. Notes receivable
of the Group are usually settled within six months from their respective dates of issuance. Impairment was
recognised on commercial acceptance notes as at 31 December 2023 and 2022, respectively. The Group’s bank
acceptance notes are classified as financial assets measured at fair value through other comprehensive income.

Transferred financial assets that are not derecognised in their entirety:

As at 31 December 2023 and 2022, the Group has not discounted any commercial acceptance notes. The book
value of the Group’s discounted bank acceptances was RMB82,206,126.55 (as at 31 December 2022: Nil). The
Group has retained the substantial risks and rewards, which include default risks relating to such discounted
notes, and accordingly the full carrying amounts of the discounted notes and the associated interest-bearing bank
borrowings are continued to be recognised. As at 31 December 2023, the carrying value of bank borrowings
recognised by the Group totalled RMB82,206,126.55 (31 December 2022: Nil).

Transferred financial assets that are derecognised in their entirety:

The Group endorsed certain notes receivable accepted by banks in Chinese Mainland to certain of its
suppliers in order to settle the trade payables due to such suppliers with aggregate carrying amounts of nil and
RMB113,062,000 as at 31 December 2023 and 2022, respectively, and discounted certain bank acceptance
notes to banks with aggregate amounts of RMB524,425,058.51 and RMB844,477,000 as at 31 December
20283 and 2022, respectively. The derecognised notes have a maturity from 1 to 12 months at the end of years.
In accordance with the Law of Negotiable Instruments in the PRC, the holders of the derecognised notes have
a right of recourse against the Group if the PRC banks default (the “Continuing Involvement”). In the opinion of
the directors, the Group has transferred substantially all risks and rewards relating to the derecognised notes.
Accordingly, it has derecognised the full carrying amounts of the derecognised notes and the associated trade
payables. The maximum exposure to loss from the Group’s Continuing Involvement in the derecognised notes
and the undiscounted cash flows to repurchase these derecognised notes is equal to their carrying amounts. In
the opinion of the directors, the fair values of the Group’s Continuing Involvement in the derecognised notes are
not significant.

- ﬂ (S
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

25.

PREPAYMENTS, OTHER RECEIVABLES AND OTHER ASSETS

31 December

31 December

2023 2022

Notes RMB’000 RMB’000

Prepayments (@ 66,396 36,721
Deposits and other receivables (b) 46,840 6,987
Interest receivables - 3,941
Less: Impairment of other receivables (c) (1,206) (746)
Total 112,030 46,903

(a) An ageing analysis of the prepayments as at the end of the reporting period is as follows:

31 December

31 December

2023 2022

RMB’000 RMB’000

Less than 1 year 64,994 34,873
1to 2 years 1,389 1,848
2 to 3 years 13 -
Total 66,396 36,721

(b) Deposits and other receivables

An ageing analysis of the deposits and other receivables as at the end of the reporting period is as follows:

31 December

31 December

2023 2022

RMB’000 RMB’000

Less than 1 year 45,173 4,813
1to 2 years 1,054 589
2 to 3 years 216 1,268
Over 3 years 397 317
Total 46,840 6,987

(c) The movements in the loss allowance for impairment of other receivables are as follows:

31 December

31 December

2023 2022

RMB’000 RMB’000

At beginning of the year 746 435
Impairment provided 460 311
At end of the year 1,206 746
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26. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

31 December 31 December

2023 2022
RMB’000 RMB’000
Listed equity investments, at fair value* 63,609 =
Other unlisted investments, at fair value** 145,904 143,471
Total 209,513 143,471
* In October 2023, Antaike, an indirect 93.75%-owned subsidiary of the Company, participated in the targeted issuance of
shares of China Rare Earth Group Resource Technology Co., Ltd..
* The above unlisted investments were wealth management products issued by banks. They were classified as financial assets at

fair value through profit or loss as their contractual cash flows are not solely payments of principal and interest.

27. CASH AND CASH EQUIVALENTS AND RESTRICTED CASH

31 December 31 December

2023 2022
RMB’000 RMB’000
Cash and bank balances 3,885,757 4,130,247
Less: Restricted cash (729,031) (729,863)
Cash and cash equivalents 3,156,726 3,400,384
Denominated in:
RMB 3,633,936 3,406,732
EUR 31,960 38,546
UusD 138,461 178,711
JPY 2,732 2,321
HKD 78,668 503,937
Total 3,885,757 4,130,247

il
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Year ended 31 December 2023

27.

28.

CASH AND CASH EQUIVALENTS AND RESTRICTED CASH (CONTINUED)

As at 31 December 2023 and 2022, the Group’s bank balances of approximately RMB729,031,000 and
RMB729,863,000 were deposited respectively as guarantees for the following bank acceptance notes,

performance bonds, forward foreign exchange contracts and letters of credit:

31 December

31 December

2023 2022

RMB’000 RMB’000

Guarantee deposits for bank acceptance notes 690,270 692,265
Guarantee deposits for performance bonds 27,271 10,534
Guarantee deposits for forward foreign exchange contracts - 7,415
Guarantee deposits for letters of credit - 19,649
Other deposits 11,490 _
Total 729,031 729,863

RMB is not freely convertible into other currencies, however, under Chinese Mainland’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and Payment of Foreign Exchange Regulations, the Group
is permitted to exchange RMB for other currencies through banks authorised to conduct foreign exchange

business.

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short term time deposits are
made for varying periods of between one day and three months depending on the immediate cash requirements
of the Group and earn interest at the respective short-term time deposit rates. The bank balances and pledged

deposits are deposited with creditworthy banks with no recent history of default.

Restricted cash mainly represents deposits held for issued bills payable.

OTHER CURRENT ASSETS
31 December 31 December
2023 2022
RMB’000 RMB’000
Deductible input value added tax 70,367 36,890
Others 598 295
Total 70,965 37,185

,
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29.

30.

TRADE AND NOTES PAYABLES

31 December

31 December

2023 2022

RMB’000 RMB’000

Trade payables 551,031 429,422
Notes payable 2,358,559 2,174,064
Total 2,909,590 2,603,486

An ageing analysis of the trade and notes payables as at the end of the reporting period is as follows:

31 December

31 December

2023 2022

RMB’000 RMB’000

Less than 1 year 2,905,737 2,603,061
1to 2 years 3,686 243
2 to 3 years 60 108
Over 3 years 107 74
Total 2,909,590 2,603,486

The trade payables are non-interest-bearing and are normally settled within 75-day terms.

CONTRACT LIABILITIES

31 December

31 December

2023 2022
RMB’000 RMB’000

Short-term advances received from customers
Sale of goods 287,707 23,895

Contract liabilities include short-term advances received to deliver NdFeB magnet materials.

il
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Year ended 31 December 2023

31.

OTHER PAYABLES AND ACCRUALS

31 December

31 December

2023 2022

Note RMB’000 RMB’000

Dividend payables 6 6
Other payables (@) 274,262 148,415
Salaries, wages and benefits payables 78,342 70,166
Taxes other than income tax payables 14,907 8,674
Total 367,517 227,261

(a) Other payables

31 December

31 December

2023 2022

RMB’000 RMB’000

Payables to equipment vendors 230,829 101,885
Obligation for share repurchase 800 16,543
Security deposits 9,296 2,291
Audit fees 2,246 1,388
Reimbursement payables to employees 1,744 719
Others 29,347 25,589
Total 274,262 148,415

An ageing analysis of other payables as at the end of the reporting period is as follows:

31 December

31 December

2023 2022

RMB’000 RMB’000

Less than 1 year 219,288 143,465
1to 2 years 54,172 2,932
2 to 3 years 415 1,793
Over 3 years 387 225
Total 274,262 148,415
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32. INTEREST-BEARING BANK AND OTHER BORROWINGS

31 December 2023 31 December 2022
Effective Effective
interest interest

rate (%) Maturity RMB’000 rate (%) Maturity ~ RMB’000

Current
Bank loans — credit 2.7-3.5 2024 203,187 3.00-3.90 2023 314,534
Current portion of long-term
bank loans — credit 3.00 2024 1,408 3.30 2023 200,532
Current portion of long-term
bank loans — secured*® - - - 3.30 2023 100,000
Letters of credit - 2024 115,489 - 2023 630,961
Bank acceptance notes - 2024 82,206 - - =
Total — current 402,290 1,246,027
Non — current
Bank loans — credit 2.7-3.3 2025 500,000 3.30-4.35 2024 200,000
Bank Loan — secured** 2.50 2028 44,212 - - -
Total — non-current 544,212 200,000

At 31 December 2022, the above secured bank loan is secured by buildings and land-use rights, with a net carrying value of
RMB166,121,000 included in note 15, 16.

ke

The above secured bank borrowings were guaranteed by the Company for a subsidiary.
All the interest-bearing bank borrowings are denominated in RMB.

31 December 31 December

2023 2022
RMB’000 RMB’000
Analysed into:
Bank loans:
Within one year or on demand 402,290 1,246,027
In the second year 500,000 200,000
In the third to fifth years, inclusive 44,212 -
Total 946,502 1,446,027
--'i
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33.

34.

35.

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

31 December

31 December

2023 2022
RMB’000 RMB’000
Derivative financial instruments - 3,219

DEFERRED INCOME

31 December

31 December

2023 2022
RMB’000 RMB’000
Deferred government grants 201,899 82,700

SHARE CAPITAL

31 December

31 December

2023 2022

RMB’000 RMB’000

Issued and fully paid 1,344,771 837,956

A summary of movements in the Company’s share capital is as follows:

Number

of shares Share

in issue capital

RMB’000

At 31 December 2021 and 1 January 2022 710,973,590 710,974

Issue of shares 125,466,000 125,466

Repurchase obligation for shares issued under incentive plan (8,960) 9)

Vesting of Type Il Restricted Shares 1,525,568 1,625

At 31 December 2022 and 1 January 2023 837,956,198 837,956

Repurchase obligation for shares issued under incentive plan (14,016) (14)

Exercise of Type Il Restricted Shares 3,376,384 3,376

Capitalization issue (Note) 508,452,669 503,453

At 31 December 2023 1,344,771,235 1,344,771

Note  On 11 July 2023, the Company issued capitalization share on the basis of 6 capitalization shares for every existing 10 shares
out of share premium.




Annual Report 2023 175

NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

36.

SHARE INCENTIVE PLAN

The Company operates a share incentive plan (the “SIP”) for the purpose of providing incentives and rewards
to eligible participants who contribute to the success of the Group’s operations. Eligible participants of the SIP
include the Company’s directors and other employees of the Group. The Type | Restricted Shares under the SIP
are valid for a maximum of 48 months from the date of completion of registration of the grant of restricted shares
to the date of release of all restricted shares or cancellation of repurchase; the Type Il Restricted Shares under the
SIP are valid for a maximum of 48 months from the date of grant of restricted shares to the date of full vesting or
lapsing.

On 26 August 2020 and 8 September 2020, the board of directors approved a total of 8,252,000 restricted
shares (including Type | Restricted Shares and Type Two Restricted shares) to 221 participants to recognise their
contribution and offer share incentive. Among them, 218 participants were granted 2,541,600 Type | Restricted
Shares (representing 6,506,496 A shares after the increase of share capital in July 2023), 219 participants were
granted 5,292,400 Type Il Restricted shares (representing 13,548,544 A Shares after the increase of share capital
in July 2023), and 418,000 Type Il Restricted Shares (representing 1,070,080 A Shares after the increase of
share capital in July 2023) were reserved. On 29 October 2020, the Board further approved the grant of 200,000
(representing 512,000 A shares after the increase of share capital in July 2023) out of 418,000 reserved Type
Il Restricted Shares to five participants. On 26 August 2021, the Board further approved the grant of 218,000
(representing 558,080 A shares after the increase of share capital in July 2023) out of 418,000 reserved Type |l
Restricted Shares to seven participants.

The price of restricted shares (including Type | Restricted Shares and Type Il Restricted Shares) is RMB21.62.
Type | Restricted Shares refers to A shares issued to the participants with certain restrictions stipulated under
the SIP. On the grant date of Type | Restricted Shares, the participants of Type | Restricted Shares were entitled
to receive newly issued A shares of the Company, with certain restrictions stipulated under the SIP. Type |l
Restricted Shares refers to A shares granted to the participants pursuant to which A shares could be newly issued
and subscribed for upon the satisfaction of certain vesting conditions under the SIP. The Participants of Type |l
Restricted Shares have the right to subscribe new A shares in the future upon the satisfaction of certain vesting
conditions under the SIP. These granted restricted shares have a contractual term of no more than four years
and will be unlocked (in terms of Type | Restricted Shares) or vested (in terms of Type |l Restricted Shares) over
a three-year period. In the year, Type | Restricted Shares were issued and subscribed by the participants; Type I
Restricted Shares were not issued to the participant upon granted and are not recorded in the share capital.

il
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36. SHARE INCENTIVE PLAN (CONTINUED)

The following Type | Restricted Shares were outstanding under the SIP during the years:

Year ended 31 December 2023

Year ended 31 December 2022

Exercise Subscribed Exercise Subscribed
price* and registered price* and registered
RMB per share ’000 RMB per share ‘000
At 1 January 13.1375 1,225 13.3875 2,444
(representing (representing
8.0484 after 18.1375 after
distribution of increase of
cash dividends share capital
and transfer in June 2022)
from share
premium into
share capital
in July 2023)
Forfeited during the year™ 13.1375 14 13.1375 9
Exercised during the year™* 8.0484 1,842 13.1375 1,210
At the end of the year 8.0484 96 13.1375 1,225

The following Type Il Restricted Shares were outstanding under the SIP during the years:

Year ended 31 December 2023

Year ended 31 December 2022

Exercise Subscribed Exercise Number
price* and registered price” of shares
RMB per share ’000 RMB per share ‘000
At 1 January 13.1375 4,166 13.3875 5,728
(representing (representing
8.0484 after 183.1375 after
distribution of increase of
cash dividends share capital
and transfer in June 2022)
from share
premium into
share capital
in July 2023)
Granted during the year - - - -
Forfeited during the year*~ 13.1375 264 13.1375 37
Forfeited during the year=*** 8.0484 225 - -
Exercised during the year™*** 13.1375 1,146 13.1375 1,525
Exercised during the year **** 8.0484 2,231 - -
At the end of the year 8.0484 1,954 13.1375 4,166
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36.

SHARE INCENTIVE PLAN (CONTINUED)

Fair values of the Type | Restricted Shares are based on the share price as at the granting date. Fair Value of the
Type Il Restricted Shares are calculated under the Black-Scholes pricing model using the following assumptions:

Type Il Restricted Shares granted in August 2020 SIP

Share price at the grant date RMB40.00
Exercise price* RMB21.62
Expected life 3
Expected volatility 73.63%
Annual rate of dividends 0.54%
Risk-free rate 2.43%
Type Il Restricted Shares granted in October 2020 SIP

Share price at the grant date RMB40.00
Exercise price* RMB21.62
Expected life 3
Expected volatility 69.64%
Annual rate of dividends 0.54%
Risk-free rate 2.87%
Type Il Restricted Shares granted in 2021 SIP

Share price at the grant date RMB36.13
Exercise price* RMB13.39
Expected life 2
Expected volatility 59.29%
Annual rate of dividends 0.54%
Risk-free rate 2.33%

ke

According to the SIP, the grant price was RMB21.62 per share, and would be adjusted if the Company declared cash or share
dividends. Since the Company declared cash dividends of RMBO0.2 per share and transferred share premium into share capital
with six new shares issued for every ten existing shares in May 2021, the grant price in 2021 was then adjusted to RMB13.3875
per share. In June 2022, the Company declared cash dividends of RMB0.25 per share, and the grant price in 2022 was then
adjusted to RMB13.1375 per share. Since the Company declared cash dividends of RMB0.26 per share and transferred share
premium into share capital with six new shares issued for every ten existing shares in July 2023, the grant price in 2023 was
then adjusted to RMB8.0484 per share.

Before the unlock day in 2022, four participants had resigned and therefore their shares were not unlocked. The Type |
Restricted Shares of the resigned participants, i.e., 8,760 shares (representing 14,016 A shares after the increase of share
capital in May 2021), which were recorded in the treasury shares, were repurchased by the Company according to the SIP in
June 2023.

On 3 November 2023, 719,400 (representing 1,841,663 A shares after the increase of share capital in July 2023) of Type |
Restricted Shares were unlocked.

il
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36.

37.

SHARE INCENTIVE PLAN (CONTINUED)

e Four participants abandoned the subscription of the Type Il Restricted Shares due to personal reasons, 164,800 shares
(representing 263,680 A shares after the increase of share capital in May 2021) granted to the participants that had not been
vested were forfeited by the Company.

e Before the unlock day in 2023, seven participants had resigned and therefore their shares were not unlocked. The Type |
Restricted Shares of the resigned participants, i.e., 37,020 shares (representing 94,772 A shares after the increase of share
capital in July 2023), which were recorded in the treasury shares, will be repurchased by the Company according to the SIP. As
at 31 December 2023, due to ongoing procedures, there has been no impact on the financial statements of our company for
the year 2023. The Type II Restricted Shares of the resigned participants, i.e., 88,080 shares (representing 225,484 A shares
after the increase of share capital in July 2023) were forfeited.

Feees - 0On 10 April 2023, 141,000 (representing 225,600 A shares after the increase of share capital in May 2021) of Type Il Restricted
Shares were vested. On 12 May 2023, 575,000 (representing 920,000 A shares after the increase of share capital in May 2021)
of Type Il Restricted Shares were vested.

wemeses - 0On 10 April 2023, 871,400 (representing 2,230,784 A shares after the increase of share capital in July 2023) of Type |l
Restricted Shares were vested.

For the year ended 31 December 2023, the Company received a cash consideration of a total of RMB33,028,000
by the issuance of Type Il Restricted Shares, of which RMB3,376,000 and RMB29,652,000 were recorded in
share capital and share premium, respectively. For the year ended 31 December 2022, the Company received
a cash consideration of a total of RMB20,062,000 by the issuance of Type Il Restricted Shares, of which
RMB1,525,000 and RMB18,537,000 were recorded in share capital and share premium, respectively.

For the years ended 31 December 2023 and 31 December 2022, the Group has recognised amounts of
RMB6,714,000 and RMB27,297,000 respectively, as share incentive plan expenses.

RESERVES

The amounts of the Group’s reserves and the movements therein for the years are presented in the consolidated
statement of changes in equity of the consolidated financial statements.

Pursuant to the relevant laws and regulations and the articles of association of the Company, the Company is
required to transfer 10% of its profit after income tax, as determined under the PRC GAAP, to the reserve fund
until the reserve balance reaches 50% of its registered capital. The transfer to this reserve must be made before
the distribution of dividends to equity owners. The statutory reserve can be used to make good previous years’
losses, if any, and may be converted into paid-in capital/issued share capital in proportion to the existing interests
of equity owners, provided that the balance after such conversion is not less than 25% of its registered capital.
This reserve is non-distributable other than in liquidation.
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38. NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS
(a) Major non-cash transactions

(1) The Group had non-cash additions to right-of-use assets and lease liabilities of RMB8,646,000 and
RMB7,288,000 for the years ended 31 December 2023 and 2022, respectively, in respect of lease
arrangements;

2 The Group had non-cash additions to the interest-bearing bank borrowings of RMB115,701,000
and RMB328,613,000 for the years ended 31 December 2023 and 2022, respectively, in respect

of financing through letters of credit and reverse factoring arrangements.

(b) Changes in liabilities arising from financing activities

Interest-
bearing Other
bank Lease payables
borrowings liabilities  and accruals Total
RMB’000 RMB’000 RMB’000 RMB’000
As at 1 January 2023 1,446,027 11,212 227,261 1,684,500
Proceeds from loans and borrowings 769,712 - - 769,712
Repayment of loans and borrowings (835,705) - - (835,705)
Settlement of letters of credit (637,612) - - (637,612)
Dividends paid - - (218,163) (218,163)
Principal portion of lease payments - (4,203) - (4,203)
New other loans - - 6,207 6,207
Increase in discounted commercial
acceptance notes 82,206 - - 82,206
Interest paid 6,173 (410) (48,637) (42,874)
Changes from financing cash flows (615,226) (4,613) (260,593) (880,432)
Exchange realignment - (537) - (537)
New leases - 8,646 - 8,646
Finance charges on lease liabilities - 410 - 410
Financing through letters of credit 115,701 - - 115,701
Changes from operating activities - - 271,904 271,904
Changes from investing activities - - 128,945 128,945
As at 31 December 2023 946,502 15,118 367,517 1,329,137
--'i
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38.

NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

(b)

Changes in liabilities arising from financing activities (continued)

Interest-
bearing Other
bank Lease payables

borrowings liabilities and accruals Total

RMB’000 RMB’000 RMB’000 RMB’000

As at 1 January 2022 1,762,693 6,850 162,558 1,932,101
Proceeds from loans and borrowings 813,179 - - 813,179
Repayment of loans and borrowings (1,228,009) - - (1,228,009)
Settlement of letters of credit (230,449) - - (230,449)
Dividends paid - - (209,108) (209,108)
Principal portion of lease payments - (3,835) - (3,835)
Interest paid - (439) (67,743) (68,182)
Changes from financing cash flows (645,279) (4,274) (276,851) (926,404)
Exchange realignment = 909 = 909
New leases = 7,288 = 7,288
Finance charges on lease liabilities = 439 = 439

Financing through letters of credit and

reverse factoring arrangements 328,613 - - 328,613
Changes from operating activities - - 261,684 261,684
Changes from investing activities = = 79,870 79,870
As at 31 December 2022 1,446,027 11,212 227,261 1,684,500
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38. NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
(c) Total cash outflow for leases

The total cash outflow for leases included in the consolidated statements of cash flows is as follows:

Year ended Year ended

31 December 31 December

2023 2022

RMB’000 RMB’000

Within operating activities 283 671
Within financing activities (Note) 4,613 4,274
4,896 4,945

Note:  Cash outflow for leases in financing activities includes the principal portion of lease payments and their interests.

39. PLEDGE OF ASSETS

Details of the Group’s assets pledged for the Group’s bank loans and overdrafts are included in notes 15, 16 and
27, respectively, to the consolidated financial statements.

40. COMMITMENTS

The Group had the following capital commitments at the end of the reporting period:

31 December 31 December

2023 2022
RMB’000 RMB’000

Contracted, but not provided for:
Property, plant and equipment 667,590 920,494
Investment commitment 74,524 151,599
Total 742,114 1,072,093
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41. RELATED PARTY TRANSACTIONS

(a) The Group had the following related parties during the reporting period:

Name of Company Relationship
Ganzhou Industrial Investment Holding Group Major shareholder, 5.14% of the Company
Co., Ltd.
Ganzhou Poly-Max Magnetics Co., Ltd. Associate
Goldwind Investment Holdings Co., Ltd. Shareholder, more than 5% of the Company from
January to February 2023
Goldwind Science & Technology Co., Ltd.* The controlling shareholder of Goldwind Investment

Holdings Co., Ltd., which has significant influence
over the Company

Goldwind Technology Zhejiang Co., Ltd. Subsidiary of Goldwind Science & Technology Co., Ltd.
Xingtai Goldwind Technology Co., Ltd Subsidiary of Goldwind Science & Technology Co., Ltd.
Goldwind Technology Hebei Co., Ltd Subsidiary of Goldwind Science & Technology Co., Ltd.

On 6 July 2023, Xinjiang Goldwind Science & Technology Co., Ltd. was renamed as Goldwind Science & Technology

Co., Ltd., which is the controlling shareholder of Goldwind Investment Holdings Co., Ltd.

Goldwind Investment Holdings Co., Ltd. has significant influence over the Company. The Company’s former director,
Li Fei, who resigned from the Company within 12 months, is the executive director of Goldwind Science & Technology
Co., Ltd.

(b) In addition to the transactions detailed elsewhere in the consolidated financial statements, the Group had
the following transactions with related parties during the reporting period:

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Purchases of products from companies controlled
by the Company’s shareholder:
Southern Rare Earth International Trading Co., Ltd. * - 425,929
Longnan Youli Rare Earth Science and Technology
Development Co., Ltd. * - 1,327
- 427,256
Purchases of products from the associate:
Ganzhou Poly-Max Magnetics Co., Ltd. 40,927 10,086
* On 2 June 2022, Ganzhou Rare Earth Group Co., Ltd. transferred all the interests it held in China Southern Rare Earth

Group Co., Ltd. to China Rare Earth Group Co., Ltd. China Southern Rare Earth Group Co., Ltd. and its subsidiaries
were no longer related parties of the Group. The transaction amounts disclosed above between Southern Rare Earth
International Trading Co., Ltd. and the Group only covered the amounts for the period from 1 January 2022 to 1 June
2022.
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

41. RELATED PARTY TRANSACTIONS (CONTINUED)

(b) In addition to the transactions detailed elsewhere in the consolidated financial statements, the Group had
the following transactions with related parties during the reporting period: (continued)

Year ended Year ended
31 December 31 December
2023 2022
RMB’000 RMB’000
Rental income from the associate:
Ganzhou Poly-Max Magnetics Co., Ltd. 81 81
Sales of goods to the associate:
Ganzhou Poly-Max Magnetics Co., Ltd. 29,457 9,451
Sales of services to the associate:
Ganzhou Poly-Max Magnetics Co., Ltd. 57 52
Sales of goods to companies controlled by the shareholder:
Goldwind Technology Zhejiang Co., Ltd. 11,079 -
Xingtai Goldwind Technology Co., Ltd 13,035 -
Ganzhou Rare Earth Youli Technology Development Co., Ltd. - 30,696
Goldwind Science & Technology Co., Ltd. ** - 8,745
24,114 39,441
Sales of goods to other related parties:
CRRC Corporation Limited and its subsidiaries:
Xi’an CRRC Yongdian Jieli Wind Power Co., Ltd. - 182,291
Jiangsu CRRC Electric Co., Ltd. - 119,901
Baotou CRRC Motor Co., Ltd. - 180,902
Hami CRRC New Energy Motor Co., Ltd. - 4,125
Shandong CRRC Electric Co., Ltd. - 102,035
Nanjing Turbine Motor Changfeng New Energy Co., Ltd. - 96,690
- 685,944

ke

In 2022, the Group signed a framework contract with its related party Goldwind Science & Technology Co., Ltd. The
selling prices are adjusted on a quarterly basis according to the average price of major rare earth raw materials in the
previous quarter. Under the framework contract, the purchase quantities are subject to the purchase contracts entered
into by the Group and Goldwind Science & Technology Co., Ltd. CRRC Corporation Limited and its subsidiaries
and Nanjing Turbine Motor Changfeng New Energy Co., Ltd. and other wind turbine manufacturers. This framework
contract expired on 1 January 2023, and was not been renewed by 31 December 2023, and CRRC Corporation
Limited and its subsidiaries and Nanjing Turbine Motor Changfeng New Energy Co., Ltd. were no longer listed as
related parties.
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Year ended

31 December 2023

41. RELATED PARTY TRANSACTIONS (CONTINUED)

(c)

(d)

Outstanding balances with related parties:

31 December

31 December

2023 2022
RMB’000 RMB’000
Trade receivables due from the associate:
Ganzhou Poly-Max Magnetics Co., Ltd. 4,544 9,140
Trade receivables due from companies controlled
by the shareholder:
Goldwind Science & Technology Co., Ltd. 489 489
Goldwind Technology Zhejiang Co., Ltd. 12,395 -
Xingtai Goldwind Technology Co., Ltd 14,582 =
Goldwind Technology Hebei Co., Ltd. - 6,830
27,466 7,319
Notes receivable due from a company controlled by a shareholder:
Goldwind Science & Technology Co., Ltd. - 274,798
Other receivables due from the associate:
Ganzhou Poly-Max Magnetics Co., Ltd. 1,302 801
Trade payables due to the associate:
Ganzhou Poly-Max Magnetics Co., Ltd. 3,816 6,821

The amounts due from or due to related parties are all trade in nature, relating to sales of NdFeB materials,

purchases of rare earths, and other income and gains, respectively.

Compensation of key management personnel of the Group:

Year ended Year ended

31 December 31 December

2023 2022

RMB’000 RMB’000

Salaries, allowances and benefits in kind 8,194 7,814
Performance related bonuses 6,727 7,329
Share incentive expense 10,275 12,996
Social insurance and housing fund 707 685
25,903 28,824

Further details of directors’ and the chief executive’s emoluments are included in note 6 to the

consolidated financial statements.
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

42. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the end of the reporting period are as
follows:

31 December 2023

Financial assets

Financial assets at fair value
Financial assets at fair value through other
at amortised through  comprehensive
Financial assets cost profit or loss income Total
RMB’000 RMB’000 RMB’000 RMB’000
Equity investments designated at fair value
through other comprehensive income - - 13,262 13,262
Trade receivables 1,980,548 - - 1,980,548
Notes receivable 151,783 - 212,489 364,272
Financial assets included in prepayments,
other receivables and other assets 43,711 - - 43,711
Financial assets at fair value through profit or loss - 209,513 - 209,513
Restricted cash 729,031 - - 729,031
Cash and cash equivalents 3,156,726 - - 3,156,726
6,061,799 209,513 225,751 6,497,063
Financial
liabilities
at amortised
Financial liabilities cost Total
RMB’000 RMB’000
Trade and notes payables 2,909,590 2,909,590
Financial liabilities included in other payables and accruals 272,523 272,523
Interest-bearing bank borrowings 946,502 946,502
4,128,615 4,128,615
--'i
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

42.

FINANCIAL INSTRUMENTS BY CATEGORY (CONTINUED)

The carrying amounts of each of the categories of financial instruments as at the end of the reporting period are as

follows: (continued)

31 December 2022

Financial assets

Financial assets at fair value
Financial assets at fair value through other
at amortised through  comprehensive
Financial assets cost profit or loss income Total
RMB’000 RMB’000 RMB’000 RMB’000
Equity investments designated at fair value
through other comprehensive income = = 13,306 13,306
Trade receivables 2,192,191 - - 2,192,191
Notes receivable 548,736 - 97,088 645,824
Financial assets included in prepayments,
other receivables and other assets 10,021 - - 10,021
Financial assets at fair value through profit or loss = 143,471 = 143,471
Restricted cash 729,863 = = 729,863
Cash and cash equivalents 3,400,384 - - 3,400,384
6,881,195 143,471 110,394 7,135,060
Financial
Financial liabilities
liabilities at fair value
at amortised through
Financial liabilities cost profit or loss Total
RMB’000 RMB’000 RMB’000
Trade and notes payables 2,603,486 - 2,603,486
Financial liabilities included in other payables and accruals 148,012 - 148,012
Financial liabilities at fair value through profit or loss = 3,219 3,219
Interest-bearing bank borrowings 1,446,027 - 1,446,027
4,197,525 3,219 4,200,744
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

43.

FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS

Management has assessed that the fair values of cash and cash equivalents, the current portion of pledged
deposits, trade receivables, trade and notes payables, and financial assets included in prepayments, other
receivables and other assets approximate to their carrying amounts largely due to the short-term maturities of
these instruments.

The Group’s finance department headed by the finance manager is responsible for determining the policies
and procedures for the fair value measurement of financial instruments. The finance manager reports directly to
the chief financial officer and the audit committee. At the end of each reporting period, the finance department
analyses the movements in the values of financial instruments and determines the major inputs applied in the
valuation. The valuation is reviewed and approved by the chief financial officer. The valuation process and results
are discussed with the audit committee twice a year for interim and annual financial reporting.

The following tables illustrate the fair value measurement hierarchy of the Group’s financial instruments:

Assets measured at fair value:

As at 31 December 2023 Fair value measurement using

Quoted Significant Significant

prices in observable unobservable

active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial assets at fair value through profit or loss 63,609 145,904 - 209,513
Notes receivable - 212,489 - 212,489
Equity investments designated at FVOCI - - 13,262 13,262
63,609 358,393 13,262 435,264

As at 31 December 2022 Fair value measurement using

Quoted Significant Significant

prices in observable unobservable

active markets inputs inputs
(Level 1) (Level 2) (Level ) Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial assets at fair value through profit or loss - 143,471 - 143,471
Notes receivable = 97,088 = 97,088
Equity investments designated at FVOCI - - 13,306 13,306
- 240,559 13,306 253,865
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

43. FAIR VALUE AND FAIR VALUE HIERARCHY OF FINANCIAL INSTRUMENTS
(CONTINUED)

Liabilities measured at fair value:

As at 31 December 2023 Fair value measurement using

Quoted Significant Significant

prices in observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial liabilities at fair value through
profit or loss - - - -
As at 31 December 2022 Fair value measurement using
Quoted Significant Significant
prices in observable unobservable
active markets inputs inputs
(Level 1) (Level 2) (Level ) Total
RMB’000 RMB’000 RMB’000 RMB’000
Financial liabilities at fair value through
profit or loss - 3,219 - 3,219

Below is a summary of significant unobservable inputs to the valuation of financial instruments together with a
quantitative sensitivity analysis as at the end of the reporting period:

As at 31 December 2023

Significant
Valuation unobservable Sensitivity of fair value
technique input Range to the input
Equity investments Net assets method Net assets 13,262 N/A
designated at FVOCI
As at 31 December 2022
Significant
Valuation unobservable Sensitivity of fair value
technique input Range to the input
Equity investments Net assets method Net assets 13,306 N/A

designated at FVOCI
During the years ended 31 December 2023 and 2022, there were no transfers between Level 1 and Level 2, or

transfers into or out of Level 3 for both financial assets and financial liabilities. The Group’s policy is to recognise
transfers between levels of the fair value hierarchy as at the end of the reporting period in which they occur.
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

44.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments, other than derivatives, comprise bank loans, other interest-bearing
loans, and cash and short-term deposits. The main purpose of these financial instruments is to raise finance for
the Group’s operations. The Group has various other financial assets and liabilities such as trade receivables and
trade payables, which arise directly from its operations.

The Group also enters into derivative transactions, mainly forward currency contracts. The purpose is to manage
the currency risks arising from the Group’s operations and its sources of finance.

The main risks arising from the Group’s financial instruments are interest rate risk, foreign currency risk, credit risk
and liquidity risk. The board of directors reviews and agrees policies for managing each of these risks and they
are summarised below. The Group’s accounting policies in relation to derivatives are set out in note 2.4 to the
consolidated financial statements.

Interest rate risk

The Group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s long-term
debt obligations with a floating interest rate.

The following table demonstrates the sensitivity to a reasonably possible change in RMB interest rate, with all
other variables held constant, of the Group’s profit after tax (through the impact on floating rate borrowings).

Increase/(decrease) (Decrease)/Increase

in basis points in profit after tax
RMB’000
2023
RMB 5% (52)
RMB (5%) 52
2022
RMB 5% (63)
RMB (5%) 59

Foreign currency risk

The Group has transactional currency exposures. Such exposures arise from sales or purchases by operating
units in currencies other than the units’ functional currencies.

It is the Group’s policy to negotiate the terms of the hedge derivatives to match the terms of the hedged items to
maximise hedge effectiveness.

The following table demonstrates the sensitivity at the end of the reporting period to a reasonably possible change
in the EUR and USD exchange rates, with all other variables held constant, of the Group’s profit before tax (due
to changes in the fair values of monetary assets and liabilities) and the Group’s equity (due to changes in the fair
value of forward currency contracts).

- ]
(:::) ~ Q' ®,



190 JL MAG RARE-EARTH CO., LTD.

NOTES TO FINANCIAL STATEMENTS (conTINUED)
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44.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Foreign currency risk (continued)

Increase/(decrease) Increase/(decrease) Increase/(decrease)
in EUR/USD rate in profit before tax in equity
RMB’000 RMB’000
2023
If the RMB weakens against
the EUR 5% 7,002 444
If the RMB strengthens against
the EUR (5%) (7,002) (444)
If the RMB weakens against
the USD 5% 14,685 116
If the RMB strengthens against
the USD (5%) (14,685) (116)
2022
If the RMB weakens against
the EUR 5% 8,622 151
If the RMB strengthens against
the EUR (5%) (8,522) (151)
If the RMB weakens against
the USD 5% 16,547 (100)
If the RMB strengthens against
the USD (5%) (16,547) 100

Credit risk

The Group trades only with recognised and creditworthy third parties. It is the Group’s policy that all customers
who wish to trade on credit terms are subject to credit verification procedures. In addition, receivable balances
are monitored on an ongoing basis and the Group’s exposure to bad debts is not significant. For transactions
that are not denominated in the functional currency of the relevant operating unit, the Group does not offer credit

terms without the specific approval of the management.

The table below shows the credit quality and the maximum exposure to credit risk based on the Group’s credit
policy, which is mainly based on past due information unless other information is available without undue cost
or effort, and year-end staging classification as at the end of each reporting period. The amounts presented are

gross carrying amounts for financial assets.
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

44. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
Credit risk (continued)

As at 31 December 2023

12-month ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Trade receivables” - - 2,004,778 2,004,778
Notes receivable - - - - -
- Normal™ 153,316 - - - 153,316
Financial assets included in prepayments,
other receivables and other assets

- Normal** 46,229 611 - - 46,840
Restricted cash - - - - -
- Not yet past due 729,031 - - - 729,031
Cash and cash equivalents - - - - -
- Not yet past due 3,156,726 - - - 3,156,726
4,085,302 611 - 2,004,778 6,090,691

As at 31 December 2022

12-month ECLs Lifetime ECLs
Simplified
Stage 1 Stage 2 Stage 3 approach Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Trade receivables* - - - 2,218,681 2,218,681
Notes receivable
- Normal™ 554,279 - - - 554,279

Financial assets included in prepayments, other
receivables and other assets

- Normal** 9,913 1,015 - - 10,928
Restricted cash
- Not yet past due 729,863 - - - 729,863
Cash and cash equivalents
- Not yet past due 3,400,384 - - - 3,400,384
4,694,439 1,015 - 2,218,681 6,914,135

For trade receivables to which the Group applies the simplified approach for impairment, information based on the provision
matrix is disclosed in note 23 to the consolidated financial statements.

The credit quality of notes receivables and financial assets included in prepayments, other receivables and other assets is
considered to be “normal” when they are not past due and there is no information indicating that the financial assets had a
significant increase in credit risk since initial recognition. Otherwise, the credit quality of the financial assets is considered to be
“doubtful”.
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NOTES TO FINANCIAL STATEMENTS (conTINUED)

Year ended 31 December 2023

44.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring liquidity planning tool. This tool considers
both the maturity of its financial instruments and financial assets (e.g., trade receivables) and projected cash flows

from operations.

The Group’s objective is to maintain a balance between continuity of funding and flexibility through the use of

loans and bank borrowings.

The maturity profile of the Group’s financial liabilities as at the end of the reporting period, based on the
contractual undiscounted payments, is as follows:

As at 31 December 2023

Within 1to Over
On demand 1 year 5 years 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Lease liabilities - 10,599 6,514 - 17,113
Interest-bearing bank borrowings - 419,906 555,749 - 975,655
Trade and notes payables - 2,909,590 - - 2,909,590
Financial liabilities included in
other payables and accruals - 272,523 - - 272,523
- 3,612,618 562,263 - 4,174,881
As at 31 December 2022
Within 1to Over
On demand 1 year 5 years 5 years Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Lease liabilities - 4132 9,471 70 13,673
Interest-bearing bank borrowings — 1,268,394 202,287 — 1,470,681
Trade and notes payables - 2,603,486 - - 2,603,486
Financial liabilities included in
other payables and accruals - 148,012 - - 148,012
- 4,024,024 211,758 70 4,235,852
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44.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

Capital management

The primary objective of the Group’s capital management is to ensure that it maintains strong credit rating and
healthy capital ratios in order to support its business and maximise shareholders’ value.

The Group regards total equity as its capital and manages its capital structure and makes adjustments to it, in
light of changes in economic conditions. To maintain or adjust the capital structure, the Group may adjust the
dividend payment to shareholders, return capital to shareholders or issue new shares. No changes were made in
the objectives, policies and processes during the reporting period.

During the reporting period, the Group’s strategy was to maintain the gearing ratio at a healthy level in order to
monitor capital. The principal strategies adopted by the Group include, but are not limited to, reviewing future
cash flow requirements and the ability to meet debt repayment schedules when they fall due, maintaining a
reasonable level of available banking facilities and adjusting investment plans and financing plans, if necessary, to
ensure that the Group has a reasonable level of capital to support its business. Gearing ratio is net debt divided
by total equity plus net debt. Net debt includes trade and notes payables, other payables and accruals, interest-
bearing bank borrowings and lease liabilities, less cash and cash equivalents and restricted cash.

The gearing ratio at the end of the reporting period was as follows:

31 December 31 December

2023 2022
Notes RMB’000 RMB’000
Trade and notes payables 29 2,909,590 2,603,486
Other payables and accruals 31 367,517 227,261
Interest-bearing bank borrowings 32 946,502 1,446,027
Financial liabilities at fair value through profit or loss - 3,219
Lease liabilities 16 15,118 11,212
Less: Cash and cash equivalents 27 (3,156,726) (3,400,384)
Less: Restricted cash 27 (729,031) (729,863)
Net debt 352,970 160,958
Equity attributable to owners of the parent 7,021,484 6,784,850
Equity attributable to owners of the parent and net debt 7,374,454 6,945,808
Gearing ratio 5% 2%
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45.

STATEMENT OF FINANCIAL POSITION OF THE COMPANY

Information about the statement of financial position of the Company at the end of the reporting period is as

follows:

31 December

31 December

2023 2022

RMB’000 RMB’000
NON-CURRENT ASSETS
Property, plant and equipment 907,196 868,294
Right-of-use assets 27,212 27,475
Other intangible assets 5,684 1,751
Investments in subsidiaries 2,989,009 2,192,353
Other non-current assets 164,677 105,871
TOTAL NON-CURRENT ASSETS 4,093,778 3,195,744
CURRENT ASSETS
Inventories 1,644,829 1,575,477
Trade receivables 1,696,096 2,023,437
Notes receivable at amortised cost 73,028 342,338
Notes receivable at fair value through other comprehensive income 172,308 54,293
Prepayments, other receivables and other assets 58,031 41,810
Financial assets at fair value through profit or loss 145,904 143,471
Other current assets 46,401 17,746
Restricted cash 503,354 542,884
Cash and cash equivalents 2,339,781 2,832,489
TOTAL CURRENT ASSETS 6,679,732 7,573,945
TOTAL ASSETS 10,773,510 10,769,689
CURRENT LIABILITIES
Trade and notes payables 2,415,466 2,314,669
Contract liabilities 270,426 14,050
Other payables and accruals 241,601 154,679
Interest-bearing bank borrowings 398,253 1,189,128
Lease liabilities 192 -
Financial liabilities at fair value through profit or loss - 3,219
TOTAL CURRENT LIABILITIES 3,325,938 3,675,745
NET CURRENT ASSETS 3,353,794 3,898,200
TOTAL ASSETS LESS CURRENT LIABILITIES 7,447,572 7,093,944
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Year ended 31 December 2023

45. STATEMENT OF FINANCIAL POSITION OF THE COMPANY (CONTINUED)

31 December 31 December

2023 2022
RMB’000 RMB’000
NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings 500,000 200,000
Lease liabilities 131 11
Deferred income 68,180 59,020
Deferred tax liabilities 46,398 27,939
TOTAL NON-CURRENT LIABILITIES 614,709 286,970
NET ASSETS 6,832,863 6,806,974
EQUITY
Share capital 1,344,771 837,956
Reserves (Note) 5,488,092 5,969,018
TOTAL EQUITY 6,832,863 6,806,974
Note: A summary of the Company’s reserves is as follows:
Share
Treasury Share incentive Reserve Retained
shares premium reserve fund profits Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 31 December 2022 and 1 January 2023 (16,543) 4,417,020 59,530 201,853 1,307,158 5,969,018
Total comprehensive income for the year - - - - 353,164 353,164
Recognition of share-based payment expense - - 6,714 - - 6,714
Repurchase of shares (159,999) - - - - (159,999)

Dividends declared

Repurchase obligation for shares issued
under incentive plan 189 - (170) - - 19

Tax implications related to a share

= = - (218,163)  (218,163)

incentive plan - - (4,413) - - (4,413)
Vesting of Type | Restricted Shares 15,553 12,490 (12,490) - - 15,553
Exercise of Type Il Restricted Shares - 46,303 (16,651) - - 29,652
Transfer from share premium - (503,453) - - - (503,453)
Transfer from retained profits - - - 35,316 (35,316) -
At 31 December 2023 (160,800) 3,972,360 32,520 237,169 1,406,843 5,488,092

Share
Treasury Share incentive Reserve Retained
shares premium reserve fund profits Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
At 31 December 2021 and 1 January 2022 (83,018) 1,174,139 117,816 138,185 943,252 2,340,374
Total comprehensive income for the year - - - - 636,682 636,682
Recognition of share-based payment expense - - 27,297 - - 27,297
Tax implications related to a share

incentive plan - - (6,423) - - (6,423)
Dividends declared - - - - (209,108) (209,108)
Issue of shares - 3,145,295 - - - 3,145,295
Repurchase obligation for shares

issued under incentive plan 121 - (111) - - 10
Vesting of Type | Restricted Shares 16,354 12,484 (12,484) - - 16,354
Exercise of Type Il Restricted Shares - 85,102 (66,565) - - 18,5637
Transfer from retained profits - - - 63,668 (63,668) -
At 31 December 2022 (16,543) 4,417,020 59,530 201,853 1,307,158 5,969,018
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46.

47.

EVENTS AFTER THE REPORTING PERIOD

On 26 January 2024, the Company held the 24th meeting of the 3rd Board of Directors and the 21st meeting
of the 3rd Board of Supervisors, deliberated and approved the Proposal on the Plan for the New Issuance of H
Shares by the Company to issue additional H shares at an issue price of HK $8.19 per share, with the number of
additional H shares not more than 26,895,424. After deducting the issuance related expenses, the funds raised
from the additional H shares will be used to support the business development of the Company and supplement
the working capital of the Company, Repay the Company’s debts as they fall due. Among them, Jiangxi Ruide
Venture Investment Co., Ltd. intends to subscribe for no more than 20,171,568 H shares (including the number),
and the rest will be subscribed by other qualified investors. The final issuance scale is determined by the board
of Directors of the Company or its authorized person according to the legal provisions, regulatory approval and
market conditions.

The type of shares to be issued under the Proposed Issuance of H shares are overseas listed shares (H shares),
all of which are ordinary shares with a nominal value of RMB1.00 each.

On 30 January 2024, the Company established it wholly-owned subsidiary JL MAG Rare Earth (Korea) Co., Ltd.
(*JL MAG Korea”) in South Korea. It has completed the registration procedures and obtained the registration
certificate. The registered capital is KRW50 million and the business term is long term starting from 30 January
2024. The business scope mainly involves the import and export of goods.

On 28 March 2024, the 25th meeting of the 3rd board of the Company proposed the 2023 final cash dividend.
Based on the number of shares held by the deducted Designated A Share Repurchase Account in which the
share capital of A Shares and H Shares on the date of equity registration determined in the announcement
on the implementation of equity distribution, a cash dividend of RMB2.6 (tax inclusive) per 10 shares shall be
distributed to all shareholders, and no capital reserve shall be converted into share capital or bonus shares
shall be distributed. Based on 1,336,755,451 shares of A shares and H shares held by the Company’s A-share
repurchase account deducted on the disclosure date of the Company’s profit distribution plan, the total amount
is expected to be RMB347,556,000. The profit distribution plan shall be submitted to the 2023 Annual General
Meeting of the Company for deliberation and approval before implementation.

Apart from above, as of the report date, the Group had no other significant events after the reporting period that
needs to be disclosed.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the board of directors on 28 March 2024.
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